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THE TREASURY AND OTHER REPORTS. 


The three reports that deal with the finances of the Government, 
are those of the Secretary of the Treasury, of the Treasurer, and of 
the Comptroller. One of the excellent features in administering 
the national business is the large number of reports presented, and 
which include all the details relating to our revenues and expendi- 
tures. Through these one can always get a very complete idea of 
the financial operations of the Government. 

We are led to consider the three reports above mentioned, to- 
gether, partly because we have received them somewhat later this 
year than usual—too late, indeed, for publication in our previous 
number. They have been published in whole or in part in most of 
the newspapers, and comments and criticisms have been passed 
thereon. In a general way we may say that they are elaborate, and 
have been received by the people generally with a very considerable 
degree of favor. They show a careful study of Governmental opera- 
tions; and they have certainly been prepared with much care, whatever 
may be said of their recommendations. Every thoughtful dispassion- 
ate mind will say that the three officers have evidently sought to 
serve the public well in presenting the information here given, with 
their respective recommendations. 

The first remark which these reports incline us to make is their 
feebleness in influencing Congress. This remark need not be exclu- 
sively applied to the reports presented this year. The same thing 
may be said of the work of many predecessors. It certainly is a 
cause for regret, on many occasions, that these efforts, so well 
planned and the outcome of so good a purpose, should bring forth 
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such meagre fruit. It is true that the information thus furnished 
has a lasting value apart from the recommendations, and give to the 
reports a prominent place in our history. But the recommendations 
themselves, what meagre results flow from them? There have been, 
indeed, some noteworthy exceptions. The most exceptional are the 
reports of Hamilton, Robert J. Walker and Secretary Chase. The 
reason why these secretaries had so much influence is of course well 
known. Hamilton was the embodiment of the financial wisdom of 
his party. The members therefore looked to him, and rightfully, for 
all directions in financial matters. No other secretary has ever had the 
influence in that regard which he possessed. Albert Gallatin, who 
was certainly a man of unquestioned ability, and whose worth is 
becoming more and more clearly recognized, possessed far less 
influence with his party, especially toward the latter portion of his 
administration. Walker cccupies a somewhat unique place in treas- 
ury history. His first report as secretary was reprinted by order 
of the British Parliament, and is regarded by those holding the 
same political opinions as himself, as one of the ablest documents 
which has yet been written by any secretary. The tariff of 
1846 was based almost wholly on his recommendations, but then, 
it may be said, his party was prepared for his recommendations. 
His views therefore were the embodiment, or exposition of the 
wishes of his party on that subject. This explains why that report 
has such a marked place in the history of treasury recommenda- 
tions. So in Mr. Chase’s time, the majority in Congress in favor 
of prosecuting war measures looked to him for direction in raising 
money. His recommendations therefore had great weight. Since 
that time, however, there has been no such stress on the country, 
and therefore the recommendations of the Secretary of the Treasury 
have had less effect. When Mr. Sherman was secretary he made 
four able reports. He was a thorough master of the needs of the 
country. He had many friends in both Houses of Congress, for 
he had long been a member of one or the other, and yet it must 
be acknowledged that his recommendations if not falling flat, fell a 
long way, for only a very few of them ever passed into the form 
of law. 

The two most prominent topics in Mr. Manning’s report deal 
with the tariff and the silver question, and Congress has already 
decided what it thinks about action on the former subject. That 
body has acted very much as though a President and Secretary of 
the Treasury were unknown. Apparently their wishes and judg- 
ment have not had the faintest influence with any member of 
Congress. This may seem somewhat dispiriting to these two officials, 
but they will doubtlessly console themselves by remembering that 
other presidents and secretaries have been treated in the same 
manner. There is nothing surprising in this action. Congress looks not 
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to the head of the Government, but rather to the voter for inspiration 
and revelations of duty. The only recommendations any secretary 
is likely to make which will be received with much attention are 
those directly in the line of probable congressional action. If, 
on a subject whereon Congress is likely to legislate, a secretary 
or other officer can show a good and feasible way, members of 
Congress are very likely to turn with a considerable degree of 
thoughtfulness to his recommendations. So far, therefore, as he can 
perform the office of guide to Congress in pursuing the ways and 
courses which that body are desirous of following, he can effect 
something, but the lesson of all these documents is, that any attempt 
of a more ambitious nature than this is likely to be read and 
speedily forgotten. 
Now thé action of Congress with regard to the silver question 
if not quite so speedy as that relating to the tariff will probably 
prove equally futile. It is quite evident that Congress has no in- 
tention of doing anything. The secretary may lament, he may 
make ever so strong and just an argument, and which too may 
be the expression of a very large body of the most thoughtful minds 
of the country, yet it will go for naught. The plain lesson of all 
this is, that if the people desire to have the coinage of silver, for 
example, stopped in accordance with the the recommendations of 
the Secretary of the Treasury, their plain and obvious duty is to 
send men to Congress who will do it, instead of sending men to 
Congress who will not do it, and then trying to persuade them 
afterward. The most palpable of all truths in our politics is, that 
the people do not care enough about legislation yet to pay much 
attention to the subject of electing legislators. It is true that bodies 
of men of one kind and another meet and pass child-like resolutions 
expressive of their wishes, but this is far too easy a method of ac- 
complishing anything. If the people want good government and good 
laws they must take interest enough in politics to elect good legislators, 
good executors and good judges. Until they do that, it is certain that 
a few who have a different kind of interest in these matters will elect 
men to these places who are pleasing to themselves. This is to be 
expected. We do not know that anyone is to blame for the present 
state of things. If there be any blame it is wide-spread. It must 
be visited on the people at large, who while complaining on the one 
hand, are too apathetic to apply the correct remedy on the other. 
So long as they feel this way, so long as their business engrosses 
their attention and the election of the most intelligent men to dis- 
cuss legislative affairs is regarded as a minor matter, so long will the 
evils continue of which the people complain. A part of the cost of 
good government is the giving of a certain portion of our time to 
public matters; until we are willing to do this, we cannot reasonably 
expect a better state of things than now exists. 
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FINANCIAL FACTS AND OPINIONS. 


New cotton mills in Indéa, according to reports in the Manchester 
(Eng.) Guardian, of October 28, continue to be erected, but there 
is a tendency to supply them with machinery to spin finer yarns 
and to weave finer cloths than heretofore. The Indian manufac- 
turers evidently mean to compete in their own markets and in all 
Asiatic markets with the English manufacturers, in every kind of 
cotton yarns and goods. They have the great advantage of receiving 
from their sales money of the same standard as that in which their 
expenses of production are paid, whereas the English cannot convert 
Asiatic money into pounds sterling without a heavy loss. 

The Guardian had reported a day or two before that Indian 
wheat had begun to show itself in noticeable quantities in New 
South Wales and Queensland, but not in South Australia, which 
produces a large surplus of that grain for export. The standard 
of the money of the Australian Colonies being gold, there is the 
same premium upon it as compared with the currency of India, 
that there is upon English money, and the Australian wheat 
growers are said to be apprehensive that Indian competition with 
them even in their own markets may become serious, as it already 


is in the English markets. 





Mr. Beecher’s opinions, formed in England during his recent visit 
there, are being given to the public in copyrighted papers. In 
one of them under date of Nov. 17, 1886, he says of the United 
States, that it “can supply to Great Britain more cheaply and of 
better quality than any other country, all its grains, its meats, and 
its dairy products.” 

If we could supply Great Britain with any article more cheaply, 
quality being taken into the account, than other countries, we 
should monopolize the supply of it to the British markets, which 
we certainly never have done, and are not doing to-day, in either 
grains, meats, or dairy products. Our hold upon those markets in 
respect to each of those products is growing feebler every year, 
and it is by no means improbable that we shall, before long, be 
substantially driven out of them by the numerous competitors who 
have equal natural facilities, and who are compelled to be content 
with receiving less rewards for their labor. The only secure market 
which we have for food products is the home market, and our 
true National policy is to make that market as large as_ possible 
by diversifying our industries. 

The Englishmen with whom Mr. Beecher talked, succeeded in 
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making him believe that they rejoiced greatly over the protective 
tariff existing in this country, as tending in some mysterious way 
to exclude us from the markets of the world, so as to “leave 
England almost without a manufacturing competitor.” It is cer- 
tainly true that down to this time England has not been much 
troubled by competition from this country in supplying the markets 
of the world with manufactures, as we have not yet reached the 
point of supplying our own markets, but are importers of manu- 
factures On an enormous scale, But it is not true that England 
is “almost without a manufacturing competitor.” On the contrary, 
the English were never so hard pressed by that species of com- 
petition, and it is remarkable that this competition chiefly comes 
from France and Germany, both of which maintain high protective 
tariffs. All the English journals are filled with lamentations over 
the increasing severity of this competition. Mr. Beecher himself 
says in the paper already quoted from: 

During my recent visit, complaint was universal of the great 
depression of trade. Various causes were assigned for it. None, how- 
ever, seemed to be satisfactory. At Birmingham, Shefheld, Manchester, 
Bradford, and numerous other cities, the same tale of dull markets and 
profitless business prevailed. Nor was this confined to England. In 


France, Belgium and Germany the same condition of things indicated 
some universal cause. 


The struggle for the supplying of the markets of the world 
with manufactures, in which the victory is to be won by those 
who can make the greatest sacrifices, is a struggle forced upon the 
English, French, German, and Belgians, by dense population and 
other circumstances. It is happily not yet forced upon the manu- 
facturers of the United States, who are as yet entirely unable to 
supply their home market. 


Sales of Irish lands to the occupying tenants, at prices lowered 
to correspond with the depressed markets for agricultural pro- 
ducts, are being made to some extent already. They will prob- 
ably become numerous if the landlords give up the hope of being 
paid more than their property is now really worth. The scheme 
of Mr. Gladstone to give them in British consols twice what their 
lands would otherwise ever pay, either in rents, or by selling in 
the market, was so hopelessly defeated in the elections of last 
summer, that nobody is likely to revive it. 

Three London companies—the Salters’, the Fishmongers’ and the 
Drapers’, owning in the aggregate 72,525 acres in Londonderry 
county, have already offered to sell them to their tenants on 
terms which the latter are willing to accept. 

The necessity of the situation will finally compel the great ma- 
jority of the landlords to conform their rents and selling prices, to 
the diminished prices of farm products. 
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The British sovereigns and half-sovereigns in use in the United 
Kingdoms in 1884 were estimated by the then Chancellor of the 
Exchequer, at £110,090,000, of which £ 20,000,000 consisted of half- 
sovereigns. That estimate included £10,000,000 of sovereigns and 
£, 5,009,000 of half-sovereigns in the Bank of England. The total 
stock of gold in that institution is always larger than that, as it 
constantly holds considerable quantities of gold bars and gold foreign 
coins. The present common estimate of gold held and used as 
money in the United Kingdom is £120,009,000. At the date of 
Peel’s Bank Act of 1844, the common estimates varied from £ 30,000,000 
to £40,000,000. It is only by the increase of gold that the British 
currency has been since enlarged, and it was the intention of that 
Act that it should never be enlarged in any other way. To that 
end, it established a fixed issue of paper upon securities, and pre- 
scribed that all paper in excess of that issue should represent an 
equal amount of gold deposited and held unused for its redemp- 
tion. In other words, it was the intention and it has been the 
result of Peel’s Bank Act, that the amount of money in use in the 
United Kingdom has varied only as gold has been imported, or 
exported. 

Recent calculations, based upon weighing specimen lots of sov- 
ereigns and half-sovereigns in the London banks, make the loss by 
abrasion on all the sovereigns and half-sovereigns £800,000, the loss 
being relatively the greatest in the half-sovereign. The total cost 
of bringing the coinage up to standard, including the charges of 
recoinage, is expected to be one million sterling. Whenever this 
reform is undertaken, and it cannot be long delayed, it seems to 
be agreed that the half-sovereigns will be entirely suppressed, 
and that there will be substituted for them, either £1 notes, or 
silver, or perhaps both. 





The experiments in extracting sugar from the Louisiana sugar 
cane and from sorghum cane, made recently in Kansas under the 
direction of the Agricultural Bureau, established the fact that the 
diffusion process secures substantially all the sugar in cane of both 
of these descriptions. The new process, therefore, does not give 
any advantage to sorghum over the Louisiana cane, but it relieves 
sorghum from the disadvantage under which it has_ heretofore 
labored, that the old process of obtaining the sugar by crushing 
and grinding was less effective with the sorghum than with the 
Southern sugar cane. 

It is claimed for sorghum that the cost of the crop is fully re- 
imbursed by the value of its grain, and that all the profit which 
can be made by extracting sugar from the cane or stalk is clear 
gain. 

The result of the Kansas experiments¥gives fresh encouragement 
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to the hope that sorghum, which can be grown wherever Indian 
corn may be grown, may prove to be an important source of sugar 
supply. It will be an inestimable advantage to this country to 
produce its own sugar, and thus not only save the enormous sums 
we now pay to foreign sugar producers, but enormously increase 
our domestic trade by creating a new class of home producers of 
sugar, who will be inside of our tariff lines, and will therefore be 
consumers of American goods. It is true that, if we produce all 
the sugar we use, we shall lose the custom-house revenue from 
that article, but that cannot with any grace be objected to by 
the free traders, who avow their readiness to make a free gift of 
that revenue to foreign producers of cane sugar, nearly all of 
whom employ either slave or coolie labor. 





British exports of cotton cloths during the first ten months of 
1886, showed an increase, as compared with the exports during the 
first ten months of 1884, of 344 million yards, but the larger 
quantity exported in 1886 was valued at $7,870,000 less money than 
the smaller quantity exported in 1884. This decline in the prices 
of cotton cloth accounts for the absence of profit of which the 
British cotton manufacturers universally complain, although they 
find some compensation in the lowered cost of the raw material. 

Comparing the same two periods, the prices of British exports 
of woolen fabrics show a slight rise in 1886, whereas 186 million 
yards of worsted fabrics exported in 1886, brought $215,985 less 
money than 145 million yards exported in 1884, which indicates a 
heavy fall in prices. The raw material of woolens and worsteds 
rose considerably in the early part of 1886, but there was no corre- 
sponding rise in those manufactures, and wool soon began to 
decline, although it has not yet lost the whole of its advance in 
price. 

The exports of textile fabrics from Germany exhibit the same 
features of increased quantities and reduced prices in 1886, which 
are shown in the returns of British commerce. 

In October 1886, the total quantity of iron and steel exported 
from Great Britain was 336,000 tons, as compared with 296,000 tons 
exported in October 1885, but the total! money value was a minute 
trifle less in 1886 than in 1885. The London 7zmes says that the 
“worst feature” in these returns is the fall in the price of 
“hardware and cutlery, and machinery and millwork.” 

The prostration in the prices of European manufactures, which 
is general and continuing, and does not yet show any signs of 
coming to an end, is the cause of the increasing imports into this 
country, which are large enough to menace us with the draining 
away of some of our gold. Many persons believe that such a 
drain would have already occurred, if it had not been averted by 
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an outward flow of our securities. But it cannot be permanently 
averted, except by either such a rise of European prices or such 
a fall in our own prices, as will restore the equilibrium of trade. 
It may be necessary to such an equilibrium that there should be a 
moderate export of gold from this country. Such an export would 
be much less mischievous than increasing our foreign indebtedness 
by selling our securities abroad. In some aspects it would be 
beneficial, inasmuch as gold sent to Europe serves the purpose of 
raising prices in the principal market for our exported staples. 





A new feature in the sugar trade has been the import into 
Great Britain, during the first ten months of 1886, of 821,000 cwt. 
of refined Russian beet sugar. Such imports had previously been 
nominal and insignificant. During the first ten months of the two 
years 1884 and 1885, they amounted to only 24,800 cwt. 

The allowance to exporters of refined beet sugar in Russia, 
_ France and Germany, is, in theory, not a bounty, but merely a 
refunding of the domestic tax upon beets, but there is considerable 
evidence that the allowance goes beyond that limit. It is not 
probable, however, that that limit is sensibly exceeded. 

The fact that the Germans have sent to this country $4,000,000 
worth of their beet sugar in a single year, and have paid the con- 
siderable duties upon it imposed by our tariff, has naturally attracted 
attention. Unless they have lost money by the operation, it would 
seem to be certain that there is a large margin for profit, in 
producing beet sugar in the United States, over which Germany 
certainly has no advantage of soil or climate. 

The exemption of Government bonds from State taxation is 
strenuously objected to by a city contemporary, the /uzdefendent of 
November 11, 1886. It insists that Congress should do nothing 
more than prohibit any higher local taxation of those bonds than 
is imposed upon other property. Among other things it says: 

It is unjust to the States that so large an amount of property held by 
their citizens should be exempt from taxation; and it is the cause of dis- 
content on the part of large bodies of citizens that a certain class of 
citizens in each State, by virtue of the simple fact that they have 
invested their money in Government securities, should entirely escape 
State taxation. 

The United States Supreme Court decided in an old case, that 
Government bonds were not subject to local taxation, independently 
of any express prohibition by Congress of such taxation. Of course: 
it is among possibilities that if the question was presented anew, 
this decision might be reversed, or essentially modified. 

In the case of the existing bonds, there was such an express 
prohibition when they were issued, and it formed an important ele- 
ment in increasing the price originally paid for them, and it has 
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been ever since an important element in the prices at which they have 
been bought and sold. To now annul the prohibition would be a breach 
of National faith, and would work manifest injustice to the holders 
of the bonds. Exemption from local and from National taxation 
as well, is just as much one of the things stipulated in the bonds, 
as is the rate of interest, the time they have to run, or the par- 
ticular kind of money in which they are to be paid. However 
doubtful it may be, whether it was necessary or wise to exempt 
them from taxation, it was actually done, and cannot be undone 
without losing a good deal more in various ways than could be 
gained by it. 

We quite agree that exemption from taxation is a feature which 
makes the bonds odious, and is a “cause of discontent” among 
numerous classes and in large sections of the country. But our 
bonded debt is now half paid, and the proportions of the mis- 
chief are still being reduced. It is one of the many strong reasons 
for persevering in the further liquidation of the debt, that it will 
finally and in a legitimate way put an end to this “cause of dis- 
content.” 


That French finances are going from bad to worse has been 
known in a general way for some time. France seems to have 
incurred as much debt since its disastrous war with Prussia, as it 
accumulated from the expenses of that war and from the payment 
of the enormous indemnity exacted by Germany. 

For four or five years after the close of the Franco-Prussian 
war, the French budget was balanced by efficient taxation and by 
economy, and the first deficit did not appear until 1876. About 
that time, the clamor was raised, and conspicuously, by Beaulieu, of 
L’Economiste Francaise, in favor of reducing taxes and of letting 
posterity pay the National debt. An increase of it was not at 
first proposed, but it rarely fails to happen that when public reve- 
nues are so arranged as to meet only ordinary expenditures, extra- 
ordinary outlays cause debts to be enlarged. It happened so in 
this case, and no sooner was the budget so arranged as to leave 
no surplus, than a wild scheme of spending one thousand million 
dollars in (so called) public improvements was adopted. Even Leon 
Say, from whom better things might have been expected, gave in 
to the scheme, declaring that nothing was necessary to make it a 
prudent and safe one except the continuance of “quiet at home 
and peace abroad,” which are precisely the two things of which 
France can never be sure for a single week. It has ever since 
been engaged in wars with Tunis, Madagascar, Tonquin, and China, 
which, although small, were very expensive, and its Cabinet has just 
demanded an extraordinary appropriation of $40,000,000 to put its 
armaments on a proper footing to meet threatened events in 
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Europe. As a result, the French debt has been increased during 
the ten years ending with the year 1885, by the great sum of 
4,800 million francs. It is said that the deficit for 1886 will foot 
up 789 million francs, and that without new taxation or some 
curtailment of expenditures, the deficit for 1887 will be 700 million 
francs. But it is difficult to find new objects of taxation, and 
instead of reducing appropriations, it is much more probable that 
the exigencies of the European situation may cause them to be 
made larger. However it may be with “quiet at home,’ it is 
certain that “peace abroad” has rarely been for France more 
dubious than it is now. 

The Chamber of Deputies is at loggerheads with the Cabinet 
about the new taxes, and they agree in nothing except that new 
taxes are necessary. The Chamber wants to increase the income 
tax and to impose that tax upon Government bonds which are not 
now subject to it, but the Cabinet protest that the country cannot 
bear any enlargement of existing income taxes, and that to include 
Government bonds will dangerously disaffect the holders who are more 
numerous in France than anywhere else. The Chamber desires 
also to increase the tax on successions to landed property, and to 
very high figures in the case of collateral succession, and of suc- 
cessions by strangers in blood. The Chamber proposes, in fact, 
that successions from a brother shall be taxed 17 per cent., and 
that successions under wills and outside of families shall pay 25 
per cent. This is not absolute confiscation but is a long step 
towards it, and strikingly illustrates the desperate straits into which 
French finances have been plunged by the combined strength of 
demagogues who have preached the easy doctrine of letting posterity 
pay debts, and of the stock jobbers of Paris, who have been en- 
riched by Government loans, and hope to escape personally the 
ruin which must be the ultimate result of their excessive amount. 





A new idea in respect to the currency of India has been started 
by one Claremont Daniell, who has been for many years a perse- 
vering rider of hobbies on that general subject. He now proposes 
that the India mint should strike a coin containing the same 
amount of gold as a British sovereign, and make it a tender to 
the Government for all sums, and to individuals for all sums ex- 
ceeding 5,000 rupees. But the rate at which it is to be a tender 
is not to be permanently fixed, but is to be changed from time to 
time by Government proclamations, according to the market changes 
in the price of gold when purchased with rupees. The silver coins 
are to remain as they now are, the standard of the Indian cur- 
rency. The proposition is in substance one that has been made 
in various countries and at various times, but has always been 
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rejected by the good sense of mankind. The London Economist of 
November 20, says of it: 

Who will have confilence in a currency of which the value in 
use is declared to be one thing to-day and another thing to-mofrow? 
Take, for instance, our own case; what would be the position here 
of the silver currency, if its value in exchange for gold were to be 
altered by the Government from day to day, or from week to week, in 
accordance with the fluctuations of the silver market? Obviously, it 
would cease to be a fit medium for the completion of business transac- 
tions. 


The Economist must be right in saying that such a scheme cannot 
in any event command any sensible degree of support in the British 
Parliament. 

The gold that exists in India is sometimes spoken of as hoarded, 
but it is principally locked up in the form of ornaments, which, as 
the Lconomzst observes, “fulfil a double purpose of embodying and 
displaying the owner’s wealth.” The material can always be 
marketed in periods of impoverishment and general distress, but 
the returns of the India mints when severe famines gccur, while 
they do show some increase in the coinage of silver ornaments, 
never show any great increase. As was once said by a writer in 
this country, the precious metals, when they exist in the form of 
ornaments, are more tenaciously held and are less available for 
monetary use, than when they are imprisoned in the rocks 3,000 
feet below the earth’s surface. 

Daniell’s plan will dislodge no gold that is now hoarded in Indian 
ornaments. The holders have always been able to obtain their 
bullion value, and they would simply lose the expense of converting 
them into coins which could never be worth any more than that 
value on his plan. It wotild be merely a dead letter, if it was 
embodied in the form of a law, and if by some possible chance 
it had any effect whatever, it would be a mischievous one. Noth- 
ing is plainer, than that to whatever extent India uses gold as 
money, its value in both silver and commodities must be raised, 
and that means an aggravation of the burden of the $75,000,000 
of annual gold tribute which India must pay to England until it 
is strong enough to shake off the British domination. 





A discovery in respect to Mew Zealand municipal debts has been 
recently made by the British money lenders, and seems to worry 
them considerably. It seems that while the laws of that colony do 
not fix any maximum for such debts, they do fix a maximum 
upon the percentage of taxation which can be levied in any one 
year to meet the interest and sinking funds of such debts, and 
that in several cases, which are likely enough to be more numerous 
hereafter, the allowed limit of taxation is not large enough to 
provide for the annual charges upon debts. It is without doubt 
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true, that in a flourishing colony like New Zealand, the major part 
of the municipalities find their taxables constantly increasing, 
but some of them are not prospering, and a few are falling into 
actual decline and decay. But the profits of British loan-mon- 
gers are so great that they can afford to make occasional losses. 
It has been repeatedly shown that the average rate of income upon 
the foreign and colonial lendings of the English, after deducting 
all losses, still exceeds the average rate upon their home invest- 
ments. 


Local duties upon articles of consumption seem to be assessed 
and collected in most parts of the world. A well known writer in 
this country has gone into hysterics about the enormities of such 
duties in Mexico, but he will find equally flagrant examples in free 
trade England, which is the object of his special admiration. Lon- 
don has for an indefinite period raised upon the coals consumed 
by its people. a revenue averaging annually $2,645,695, during the 
past five years. The right to raise it expires in 1889, and the 
municipal authorities, by way of an argument for an extension of 
the right, show that other English cities have long enjoyed it. 
They give a list of fifteen cities whose aggregate annual revenue 
from taxes on coal is $210,300. Octroz duties are common all over 
the continent of Europe, notably in Paris. In India they are as 
ancient as its present civilization. But that they should exist in 
England, where political economy is claimed to have been brought 
to the perfection of an exact science, is most remarkable. 


Our excess of exports over zmports during the year ending October 
31, 1886, was in merchandise $41,181,087, and in coin and bullion of 
(gold and silver) $22,285,960, making an aggregate excess of $63,- 
467,047. This showing is a decisive disproof of the statement that 
very many more of our securities have been sold than have been 
purchased abroad during the past year. It is true that $63,467,047 
is not sufficient for our annual interest due to foreigners and to pay 
freights to foreign ships and to cover the expenses of American 
travelers in Europe, but we receive large sums brought in by im- 
migrants and invested by foreign capitalists in lands and mines. 
With the present relative rates of interest in European and American 
money centers, a balance of outflow of our securities can be nothing 
more than an abnormal and short-lived occurrence. 


The exports of wheat from India, during the five months ending 
August 31, 1886, being the first five months of the current Indian fiscal 
year, were 12,820,303 cwts. compared with 9,601,895 cwts. during the 
corresponding months of the preceding year, which is an increase, 
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stated in bushels of 460 pounds, from 17,923,537 bushels to 23,947,906 
bushels. In the same five months of 1886, the exports of cotton 
from India were 6,764,882 cwts., as compared with 5,229,076 cwts. 
during the corresponding months of 1885. 

During the five months ending August 31, 1886, the excess of 
Indian imports over exports of silver was $13,779,615, valuing that 
metal at its coining rate at our mints. If the Indian net im- 
port of silver continues as large during the whole fiscal year, it 
will amount to $33,071,672. 





The frzces of Government bonds during November, as shown by the 
sales at the New York Stock Exchanges, averaged for the 4s, 127.78, 
and for the 4%s, 110.46, in addition to which the purchasers paid 
the accrued interest. At these prices purchasers received an annual 
income upon the money paid of 2.32 per cent, in the case of the 
4s, and of 2.20 per cent. in the case of the 4%s. At the prices 
of October, an investor received an annual income of 2.29 per cent. 
in the case of the 4s, and of 2 per cent. in the case of the 4%s. 
At the prices of September, an investor received on the 4%s, an 
annual income of 2.20 per cent., being the same rate as in No- 
vember. 





The prices of corn according to the crop report for December of 
the Bureau of Agriculture, were 11 cents higher than in December, 
1885, in the cotton States South of North Carolina and Tennessee, 
being 60 cents in South Carolina, Georgia and Texas, 59 cents in 
Mississippi, 55 cents in Louisiana, and 49 cents in Arkansas. In 
the States producing an exportable surplus of corn, the price was 
highest in Ohio, being 35 cents, and lowest in Nebraska, being 20 
cents. In Kansas, which has the advantage over Nebraska of 
being nearer to Southern States, in which the crop was cut off 
by drouth, the price was 27 cents. 





9 
4 








THE BANKER’S MAGAZINE. 


OUR COINAGE AND THE MINT. 


[CONTINUED FROM THE DECEMBER NUMBER,}] 


Another difficulty of serious import was the great expense of 
carrying on the mint. Not only did the salaries of officers and the 
cost of maintenance fall on the Government, but it had under- 
taken to bear the expense of coinage also. This item amounted to 
something enormous for those days, it being accounted for, of 
course, by inexperience. The process of melting and refining which 
resulted in securing the requisite fineness was made a charge against 
the Government, while it operated very unequally with depositors, 
inasmuch as those carrying metal of inferior quality received back 
the same consideration, notwithstanding the increased expense, as 
those who had carried metal of finer quality. Want of experience 
also manifested itself in the amount of time and labor expended in 
coining. The metals were coined in quantity as gold and silver were 
brought to the mint, sometimes in large amount, but more often in 
small quantities. The expense of the small was much more in pro- 
portion than that of the larger quantities, and the wastage was also 
greater. In 1797 Congress appropriated a fund with which to pur- 
chase bullion, that coins might be struck in anticipation of the 
public demand. Thus a saving of time was effected for those who 
formerly had been obliged to wait for the coining of the metals 
brought to the mint, and also a saving of expense and unnecessary 
waste. 

As time went on the expense of the mint establishment con- 
tinued to be a source of great annoyance and complaint. To the 
end of finding a remedy for the difficulty to some extent, in 1795 
it was provided that a charge should be made for the refining of 
silver bullion below the standard of two cents per ounce, and for 
gold bullion four cents per ounce. In case the metal was so in- 
ferior as to require a test, six cents per ounce was to be the 
charge. In May, 1796, this law was changed, and remuneration for 
the expense of refining was secured by retaining a sufficient propor- 
tion of the metal deposited. 

Although the dimes and half-dimes were authorized by the Act 
of 1792, the coinage of dimes took place for the first time in 1796. 
The weight was 413 grains °° fine. 

During the early existence of the mint there seems to have 
been no difficulty in securing gold in sufficient quantities for coin- 
age, although it had always been the scarcer metal. The banks of 
the country, and particularly the United States bank, after its 
creation, were continually sending bullion to the mint to be trans- 
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formed into coin. Gold coin was the favorite among the banks, 
and after a short time it was found that those institutions were 
holding gold as reserve, and in many instances they had retired 
their own circulation in whole or in part, and were paying out 
gold coins. 

“At the close of the century” we are told, “there had been 
coined and issued from the mint, $696,530 in gold, $1,216,158.75 in 
silver, and in copper, $50,111.42, or a total of less than $2,000,000, 
The expense of maintaining the establishment had been $213,336, 
though the treasury had been reimbursed by the payment of cents 
and half-cents to the amount of $48,041.42. The expense seemed 
so disproportionate to the benefits derived from the mint, that a 
committee of Congress recommended the closing of it, while many 
others shared in the opinion.”* 

As has been already referred to, the presence of foreign coin 
in the circulation continued in spite of the provisions of the law 
to the contrary. The coins struck at the mint did not circulate 
as freely as those of other countries. Some were exported and 
some hoarded, and at points distant from the commercial centers 
specie of any description was not very plentiful. It came, then, to 
be a serious question whether it would be wise to curtail the cir- 
culation of specie, even to the extent of excluding foreign coin. It 
was quite generally believed that the present capacity of the mint 
was not sufficient to maintain a metallic currency throughout the 
states. The Spanish milled dollar, which, being of the same weight 
as our own, was allowed to circulate without proscription, was ex- 
ported to a considerable extent, creating another source of em- 
barrassment. Matters finally came to that state that Congress was 
constrained to permit once more the uninterrupted circulation of 
foreign gold and silver coins; provided, however, that their com- 
mercial value should be determined by a yearly assay. This law 
was to be operative until April 10, 1809. 

It was hardly realized, we imagine, by the founders of our Na- 
tional coinage, to what extent it would enter into competition, so 
to speak, with the coins of other nations. It was doubtless imagined 
that a peculiarly American coinage would circulate freely among 
our own people, but would be little sought after or desired by out- 
siders. How true to the facts this reasoning was, was made mani- 
fest very early. It was found that, as compared with its market 
price, gold was overvalued in our currency, and consequently it left 
the country, while our silver dollars, being fresh from the mint and, 
of full weight, were little by little replaced by the old and worn 
coins of Spanish and Mexican origin. 

The resumption of specie payments by the Bank of England 


* Financial History of the United States by A. S. Bolles. 
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only precipitated the crisis which had been foreboded by the 
inevitable tendency of events. The sudden and peremptory de- 
mand for gold from that source threw our Government at once 
back upon its resources of silver. This was in 1819. 

Various remedies for the difficulty were at once proposed, and as 
soon set aside as inadequate. This matter was quite clearly and 
forcibly epitomized by Mr. Talbot, of the Finance Committee of the 
Senate, in a report on the subject. He said: “Of the inefficiency, 
if not impotence, of legislative provisions to prevent the escape of 
the precious metals beyond the territorial limits of the Government, 
the history of all countries in which the power of legislation has 
been thus exercised bears testimony.” 

Up to this time the mint had coined $6,000,000 in gold, and, 
as was reported by one of the investigating committees, “it was 
doubtful whether any considerable portion of it can at this time 
be found in the United States.” Such was the state of our gold 
circulation in 1821. And it may as well be here stated that for 
more than twelve years not one gold coin was struck in this 
country. The demand by England was the attributable reason. 

The burden of the investigations and discussions during this 
period was to discover if possible how to establish uniformity between 
the relative market value of gold and silver, and the legal or mint 
value of the same. The agitation attained its greatest intensity in 
1830, resulting finally, in 1834, in Congressional action. 

Moved, apparently, by the multiplied appeals in behalf of a change 
in the relative value of gold and silver in the coinage, Congress, in 
1834, June 8th, changed the valuation of the gold coins. The eagle 
was reduced from 2474 grains of pure and 270 grains standard gold 
to 232 grains of pure or 258 grains standard, and smaller coins in 
proportion. The standard fineness of these coins was 899,55. After 
three years this was changed to ,%%°, the weight not then being 
altered. These coins were made full legal tender. A little later the 
same month, June 28, Congress provided that foreign gold coin 
should “be receivable in all payments by weight, for the payment 
of all debts and demands” at certain established rates. The change 
in the weight of the gold coins made the relative value with silver 
as about 1 to 16. This made the valuation of silver so low that all 
coins of that metal fled the country in a remarkably brief space of 
time. 

The law of 1834 provided that the payment for all bullion, silver 
or gold, of standard quality deposited at the mint should be made 
within forty days thereafter; but the depositor was allowed the alter- 
native of demanding payment in five days, provided he would relin- 
quish oné-half of one per cent. of his deposit. Old coins were 
receivable at the rate of 94,8, cents per pennyweight. The legal ratio 
in other countries having the double standard, so called, was at this 
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time as I to 15%, leaving a discrepancy as compared with our coins, 
of large amount. From this time the coins struck at our mint were 
necessarily of gold, silver having disappeared. For small change 
we were forced to resort to Sparish silver of a worn and mutilated 
character. It is estimated that gold was over-valued in our coinage 
about 6% per cent. 

About this time complaints were again made that the expense, 
including delays, in coinage was too great. New York was then, as 
to-day, the commercial center of the East; and it was found that 
in some instances merchants in that city were forced to pay as high 
as one arfd a quarter per cent., besides suffering unreasonable delays, 
for the coinage of a consignment of the precious metals. These 
facts led to an agitation in favor of the establishment of a branch 
mint at New York, with the hope of adjusting this inequality. It 
was urged, by way of strengthening the argument, that a far greater 
amount of coin would be struck by such an arrangement, since it 
was found that few private individuals cared to undergo the neces- 
sary expense of transmission to the mint at Philadelphia; and that, 
accordingly, every such transmission was simply the result of neces- 
sity on the part of a comparatively few large commercial houses. 
It is said that coin and bullion to the amount of many million 
dollars annually flowed into New York, that never reached the mint, 
on account of the inevitable delay and expense referred to. Not- 
withstanding the apparently strong reasons urged therefor, no mint 
was established at New York. 

It having been found that the bullion fund which the Government 
had for some time maintained was costing the not insignificant 
sum of three hundred thousand dollars annually, Mr. Corwin, the 
secretary at this time, recommended very strongly the issue in place 
of such bullion fund, mint certificates of different denominations, 
the same to be receivable for all debts due the Government. By 
so doing, the bullion fund could have been applied toward the pay- 
ment of the public debt, resulting in quite an annual saving of 
interest. The recommendation was not well received by Congress 
and no action was taken. 

March 3, 1835, Congress established branch mints at Charlotte, 
N. C., Dahlonega, Ga., for the coinage of gold, quantities of which 
had been discovered in those regions, and at New Orleans for the 
coinage of gold and silver. These branches began operations in 
1838. It was found that the branches at Charlotte and Dahlonega 
had been established unadvisedly, the recommendation having been 
made by designing politicians having personal ends to serve, and 
inasmuch as they seemed to answer no apparent need they were 
abolished in 1861. 

The amount of coin struck at these three branch mints from 1838 
to 1861 was as follows: 

32 
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From 1806 to 1835 not one silver dollar was struck in the 
United States. By an Act of January 18, 1837, the standard weight 
of the silver dollar was reduced from 416 grains to 412% grains. 
The half dollar was to weigh in proportion, or 2064 grains, and 
the quarter dollar 103% grains, the same to be legal tender for 
any sum. 

By the same act the standard fineness of gold was fixed at 
70°; and the weight for the quarter eagle was reduced from 67% 
grains to 64% grains standard. 

The unprecedented influx of gold from California in 1849 led to 
the belief that that metal might “be made to do better service in 
the circulation of the country if it were coined in both larger and 
smaller denominations than had been previously authorized. By an 
Act passed March 3, 1849, the double eagle and gold dollar pieces 
were created. Gold dollars were issued to quite an amount, but in 
use they were found to be too small and inconvenient, and they 
were accordingly discontinued after a short time. 

From its opening to the beginning of the year 1850, the mint 
had coined $128,813,558. The value of the gold coined and recoined 
at Philadelphia during the same period was $63,490,612. The cost 
to the government for coinage at Philadelphia was 2,3, per cent.; 
at New Orleans, 6,55, per cent.; at Charlotte, 9 per cent.; and in 
Dahlonega, 9;°%5 per cent. 

Meanwhile the law of 1834 had been in practical operation. The 
debasement of the gold coinage as compared with silver, according 
to the market ratio, had resulted in driving away silver to an 
alarming extent. Small change even was becoming more and more 
scarce. So that in 1851, we note the beginning of another agita- 
tion on the part of the Secretary of the Treasury and the Director 
of the mint in favor of a change in the coinage. 

The silver three cent piece was authorized by the Act of March 
3, Of this year. Its intrinsic worth was 20 per cent. below the 
standard of the silver dollar, and it was made a legal tender not 
exceeding 30 cents. 

The agitation in favor of a change in the coinage just referred 
to culminated in 1853. By the Act of Feb. 21, fractional silver 
was debased to the condition of a token coinage for the evident 
purpose of retaining its presence in the circulation. The silver 
dollar, however, was not changed at this time. Hence, the opinion 
that prevails in some quarters that the dollar-piece was demonetized 
at this time is entirely erroneous. The first legislation affecting 
the silver dollar was effected in 1873. By the Act of Feb. 21, 
1853, reducing the fractional silver below the standard of the dollar 
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for the first time, the half-dollar piece was to weigh 192 grains and 
the quarters, dimes, and half-dimes in proportion. The actual 
debasement of these coins below standard was about 8 per cent. 
and they were made legal tender for five dollars only. The three 
dollar gold piece was also authorized in 1853. 

The production of gold in California had now become so enor- 
mous, that, to facilitate its coinage it was deemed expedient to 
establish a branch mint at San Francisco. In 1854 such a mint 
was established, and in a remarkably brief space of time its out- 
put of coin was much larger than that of the parent mint. This 
same year an assay office was established at New York. 

An Act of Congress, Feb. 21, 1857, repealed all former acts 
authorizing the currency of foreign gold and silver coins, and de- 
claring the same a legal tender, thus leaving the matter without 
legislation, which omission the revisers of the public statutes under- 
took to supply in the following sweeping provision: “No foreign 
gold or silver coins shall be legal tender in payment of debts.” 
(U. S. Rev. Stat. § 3,584.) It was also provided that the Mexican 
dollar should be received at reduced rates, and that when such€coins 
reached the mint they should be recoined and reissued. 

Prior to 1857, the only copper coin in circulation was the cumber- 
some cent of full weight issued in 1792. The half-cent authorizedfat 
the same time did not have a long continued circulation. By an Act 
of 1857, the cent was reduced in weight to 72 grains, 88 per cent. 
copper and 12 per cent. nickel. The introduction of nickel in the 
composition of the cent was attended with some opposition. It was 
urged in support of the change, however, that nickel would hold its 
color better than copper, and that the cent would be less easily 
counterfeited. The nickel copper cent was issued till 1864, during, 
which year the present bronze copper cent was first coined. 

The development of the mining regions of Montana, Colorado, and 
Idaho led, in 1863, to the authorization of mints in Denver,.Col., 
Boise City, Idaho, and Helena, Mont. These mints were put in 
operation as follows: Denver, 1864; Boise City, 1872; Helena, 1876. 
The branch mint at Carson City, Nev., also authorized in 1863,§was 


not established until Jan. 9, 1870. 
WILLIAM WOODWARD. , 


[TO BE CONTINUEDs] 
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THE RELATIONS BETWEEN BANKS. AND THEIR 
DEPOSITORS.* 


WHEN CAN A DEPOSIT BE RETAINED TO PAY A DEBT DUE FROM A 
DEPOSITOR? 


When has a bank the right to apply the funds of the depositor 
to the payment of a debt due by him to itself? 

The principal rule is, when a depositor is indebted to a bank by 
bill, note, or other matured indebtedness, it has the right to apply 
his deposit to the payment of the obligation (Commerczal Bank v. 
Hughes, 17 Wend., 94; Union Bank v. Tutt, 5 Mo., App. 342). “It is 
given by the law upon the presumption that it is upon the faith 
of moneys and securities coming into the possession of the banker, 
in the course of general dealings, not especially devoted to other 
uses, a balance is suffered to accumulate against the customer.” 
(Brickell C. J., Jz ve Tallassee & Co., 64 Ala. p. 595.) The term 
lien is often used to express this right of the depository to retain 
the funds of a depositor. 

A demand by a depositor or depository can also be lessened or ex- 
tinguished by setting off a debt due from the demander. This right 
of set off is given by statute and does not exist at common law, 
though it does to some extent in equity (Story’s Equity, Ch. 38). 
The object of such statutes, which exist everywhere, is to enable 
parties having demands against each other to settle them with the 
least possible litigation. This can be lessened by permitting parties 
to determine their several claims in the same action instead of sepa- 
rate ones. Set-off in many regards is in the nature of a cross 
action. 

The statutes are (a) those which have a general application; and 
(2) those which apply to insolvent or bankruptcy proceedings. To 
understand the law relating to the application of one debt to the 
payment of another, these distinctions must be kept in mind. 

Having shown the distinction between a lien and set-off, we 
may remark that the former is not recognized everywhere. It is 
not in Pennsylvania (Appeal of Liggett Spring Co., 111 Pa., 291.); 
and in Illinois “a banker's lien cannot extend to the money left 
on deposit with him according to the customs and usages of banks. 
It has never, been so extended, but is confined to securities and 
valuables which may be in the banker’s custody as collaterals, 
The credit must be given on the credit of the securities or valu- 
ables, either in possession or expectancy. (Russell v. Haddock, 3 
Gilm., 233.) This is the extent of a banker's lien.” (Fourth National 
* Copyright, 1886, by Homans Publishing Company. 
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Bank v. City National Bank, 68 IIl., 398, p. 402.) But a bank has 
the right of set-off against a depositor’s balance remaining after 
all the checks drawn against the same have been presented and 
paid. (/ézd.) 

“ General liens,” says Judge Van Vorst, “ for a balance of account are 
not favored. If there be a usage giving to persons engaged in dis- 
counting, buying, advancing on, or selling, bills or notes, a lien 
for a general balance against their customer, such usage should 
be proved. It will not be presumed to exist in the absence of 
express agreement. Courts have judicially taken notice of the 
lien of bankers who are strictly such, and who are dealers in 
money. But even the lien of a banker does not exist if there be 
circumstances in any case inconsistent therewith.” (Grant v. Taylor 
35 N. Y. Sup. Ct., p. 351, citing Brandao v. Barnett, 3 Man., Grang & 
Scott, 629.) 

“Whether a banker hasa lien for any general balance due him depends 
upon the circumstances of the particular case. The law will not force a 
lien on a banker any more than upon anyone else, against the actual 
or presumed intention of the parties. If there is a lien it is be- 
cause there is, at all events, nothing in the transaction which ex- 
pels the presumption of giving a credit on the strength of the 
securities.” (Grant v. Taylor, supra.) 

In applying the law of bankers’ lien and set-off, the case of the State 
Bank v. Armstrong (4 Dev., 519) is one of the most instructive. The 
bank owed Armstrong’s estate $930 on general account; on the other 
hand the bank had obtained: judgment against him in his life- 
time for a much larger sum, while he had also retained another 
sum paid over to him for deposit in the bank, but which he had 
neglected to do. Judge Gaston, who delivered the opinion of the 
court, after remarking that the deposits made by Armstrong were 
general, consisting either of money, notes of the bank, or of other 
banks, bank checks and proceeds of discounts, said: “They were 
incorporated into the mass of the funds of the plaintiffs, became 
their property, and entitled Armstrong to a general credit for 
the amount thereof in account. Upon a settlement the plaintiffs 
were bound honestly to account with him for that amount, and 
faithfully to pay over any balance, which on such settlement should 
be found rightfully due. They were undoubtedly entitled to charge 
him with whatever sums they had paid to him, or to his checks 
to others, and with such other disbursements and demands, as by 
the agreement of the parties, or by the nature of their dealings, 
or by the known usages of the institution, or by the law of the 


* It has long been settled that whenever a banker has advanced money to another, he 
has a lien on all the proper securities which are in his hands for the amount of his gen- 
eral balance, unless such securities were delivered to him under a particular agreement.’’ 
C. J. Taney in Bank v. New England Bank, 1 How., 234. 
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land, were proper debits in such a running account, and had the plaint- 
ifis the right as against Armstrong upon his refusal to pay over to 
them moneys which he had received to their use, to charge this 
in the account to the extent of his funds in bank. There can 
be no question but if the bank had paid off the note or acceptance 
of his, payable at the bank, this would have constituted a proper 
debit in the account. It is not to be doubted also but that they 
had a right to apply his funds in their hands to the payment of 
any note or acceptance of his held by them (Rodgers v. Ladbrooke, 
1 Bingham, 93, 8 Eq. C. L. Rep., 260.) Upon the examination of 
the acccount referred to we find that the very first debit 
is a note, and “that according to the course of dealing be- 
tween the parties he is charged in account with other money de- 
mands. . . From the nature of this account, as an open running 
account of the cash transactions of the parties, embracing a variety 
of receipts and payments, debits and credits, from the manner of 
their dealing with each other, and upon common law principles» 

we think that either has a right to retain for, or to charge 
in account against the other, money received by the latter for 
the use of the former, so that the balance thus ascertained shall 
be the true debt.” (Dale v. Gollet, 4 Bur., 2143; Green v. Farmer, 
/$.,2221.) Furthermore, the court continued: “If the claim of the 
plaintiffs against the administrator were so connected with this bal- 
ance appearing due on open account that both were items in one 
continued dealing, then the refusal to pay was rightful, because in 
truth there was nothing due. If, however, these mutual claims 
were unconnected, the plaintifis had a right to refuse payment, 
because they had a proper set-off. A debtor who makes an actual 
payment with his own money has a right to direct its application 
because it is his money, and he alone has the legal control over 
it. But a creditor has no right to direct his debtor to apply the 
sum due him to anyone of two cross demands which that debtor 
may have against the creditor. The money in the hands of the 
debtor is yet his money, he has the legal control of it; its spec- 
ific application cannot be ordered by the creditor, and the right 
of opposing a set-off, and if so, of selecting the set-off which he 
will thus oppose, is the right of the debtor.” In other language, if 
the claims of the bank against Armstrong were a part of a general 
transaction, there was no balance due to him or his estate on gen- 
eral account; if they were not a part of a general transaction, but 
disconnected, the bank had the same right as an ordinary debtor to 
set-off either one of its claims against this balance. 

Falkland, Administrator, vy. St. Nicholas Bank, (21 Hun., 450) is a 
noteworthy case. Ruger Brothers, a firm of ship brokers, becoming em- 
barrassed on July 13, 1886, opened a new account with the St. Nicholas 
bank in the name of their bookkeeper, Falkland, who managed the 
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account in accordance with instructions received from the firm. Prior 
to July 23, the bank received and discounted in the regular course 
of business, a note made by Ruger Brothers, which became due at that 
time. On the 16th of August the bank charged the amount due on 
the note to Falkland’s account. After his death his administrator 
sought to recover the full amount of the deposit, but the court said 
that “the bank had a right to deal with the indebtedness in the 
form it did (in other words to deduct the amount of the note from 
the deposit). It had the right to assume, from the account opened 
and its evident knowledge of the fact, that the moneys deposited 
were, at the time when the deposits were made, the property of the 
firm in whose employment Falkland was engaged, and in whose be- 
half he acted in opening and continuing the account; and that the 
indebtedness was, through the intestate, an indebtedness to the firm 
of Ruger Brothers; and acting upon those facts to discount their 
paper presented to it, and in case of non-payment to charge up the 
amount due upon it to the account. 

Whenever a depositor becomes bankrupt his deposit is a secur- 
ity for and payment fro ¢anto of his liabilities to the bank by 
the operation of the principle of mutual credit. And if a bank 
has a contingent or unliquidated claim against him his deposit, 
may be retained until the amount of the claim is ascertained, 
when the deposit may be applied in payment as far as necessary 
(Ex parte Howard, 2 Lowell, 487). In such cases the principal 
question is one of fact, does a lien really exist? In Kelly & 
Co. v. Phelan, (5 Dill., 228) which was a suit against the assignee of a 
bankrupt bank to recover money arising from the sale of securities 
belonging to Kelly & Co., the lien was established. 

If a depositor is indebted to the bank and draws a_ check 
thereon to pay his debt, the amount is applied from the time of 
presenting the check, nor can the bank refuse to accept it in 
payment of his indebtedness. (Laubach v. Lezbert, 87 Pa., 55.) 

What funds can be applied by a bank to discharge the indebt- 
edness of its depositor, is an important question. The general rule 
is, when securities are specifically pledged to a bank to secure the 
payment of a particular loan or debt it has no lien on them for 
a general balance, or for the payment of any other claim. 
(Wyckoff v. Anthony, 9 Daly, 417, citing Vandersee v. Willis, 3 Bro. 
C. C., 21; Davis v. Bowsher, 5 Term, 488; Lane v. Batley, 47 
Barb., 395; Duncan v. Brennan, 83 N. Y., 487; see also W2elmerding 
v. Hart, Hill & Denio, Supp., 305; Rodzuson v. Frost, 14 Barb., 536.) 

In the case of Veponset Bank v. Leland (5 Met., 259) the bank sought 
to enforce the collection of some notes made by the defendant on the 
ground that “a banker has a lien on all the paper securities which 
come into his hands for a general balance.” Judge Dewey said that 
the general principle subject to proper limitations might be well 
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sustained by authorities. “As in Ballard v. Bygrave (Ry. & Moody, 
271), which was a case of bills delivered by a party to be dis- 
counted in the ordinary course of business, and where it was held, 
in the opinion given by Abbott, C. J., that a banker has a lien 
upon any securities of the customer which may for any purpose be 
placed in his hands. Lord Kenyon, in Davis v. Bowsher, 5 T. R., 
491, states the principle thus: ‘I am clearly of opinion that by the 
general law of the land a banker has a general lien upon all the 
securities in his hands belonging to any particular person for his 
general balance, unless there be evidence to show that he received 
any particular security under special circumstances which would take 
it out of the common rule. ” The bank failed to recover because 
the securities were deposited for a special purpose. 

A bank, therefore, has no right to retain a note left for discount, but 
which has been refused, to discharge an indebtedness due from the 
depositor. In Petrze v. Myers (54 How. Pr., 513), Judge Barrett 
said that the bank in that case “had no right upon declining a 
discount, to retain the note, and its action was clearly tortious. 
The paper was not left for collection, nor for the performance of 
any banking duty, nor even for safe custody. It is contended that 
the banker’s lien extends to all securities which may happen to be 
in its hands for any purpose, and Barnett v. Brandao (6 Man., 
Grang & Scott 629, S. C. 12 Clark & Fin.) is cited in support of 
that proposition. The case holds directly the opposite.” Lord Den- 
man, in delivering judgment in that case, said: “The right of bank- 
ers does not extend to all securities which may happen to be in 
their hands for any purpose, but to such only as come to their 
possession as bankers, in the way of their business; upon those 
they have a general lien, ‘unless there be,’ in the language of Lord 
Kenyon, evidence to show that the banker received any particular 
security under special circumstances which would take it out of the 
common rule. A lease, therefore, which was accidentally left with 
a banker after he had refused to advance money upon it, has been 
held not to be subject to any lien (Lucas v. Dorrien,7 Taunt., 278; 
19 B. Moore, 29). If it be a security for money within the meaning 
of the rule, it is not in the banker’s possession in the way of his 
business; and instances may be put of a special agreement to deal 
with the securities in a manner inconsistent with the claim of lien 
which would bring them within the exception stated by Lord Ken- 
yon.” In the above case, Burns bought for Brandao, a Brazilian, 
and with his money,exchequer bills which Burns kept at his bank- 
er’s, named Barnett, retaining the key to the box containing them. 
As often as the time came for exchanging the bills for new ones 
Burns took them out of the box and gave them to his banker, 
which was the usual course of business. The new bills were given 
to Burns and locked up by him in his box, and the interest on 
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them was passed to his credit in the account with his bankers. The 
bankers never knew that they belonged to Brandao. On one occa- 
sion Burns delivered the bills to his bankers to be exchanged. 
Burns having failed while the bills were in possession of his bank- 
ers, and, owing them an account, they endeavored to hold the bills 
for the balance due. Brandao, claiming the ownership of the bills, 
sought to recover them. The Court of Common Pleas decided in 
his favor, but the higher court reversed the decision for two rea- 
sons which are worth giving. The Court of Common Pleas appear 
to have decided this case on the ground that .. it was not 
competent for the banker and customer to agree expressly, or in 
any other manner, that the banker should have a lien on the prop- 
erty of other persons, on which the customer had no authority to 
give one.” While this position was declared to be true with respect 
to goods, it was declared not to be “with respect to negotiable se- 
curities, the title to which is transferred by delivery to a dona fide 
holder for value. These securities are to be deemed, with respect 
to such holders and to the extent of the rights acquired by them 
by the transfer, as the property of the person transferring, whether 
the transfer be express or implied; and the doza fide holder ac- 
quired a title which did not belong to the person who gave it to 
him. The same rule which prevails as to bills or notes payable 
to bearer, placed in the hands of a banker to be received, would 
apply to exchequer bills transferable to bearer; in both, if the 
banker is a creditor on a general balance, and dona fide receives 
them as the property of the customer, he is entitled to a lien.” 
For that reason, therefore, the judgment could not stand. 

The other reason was that the bills were received by the bankers 
in their course of business. It is true that the “bills were de- 
livered for a special purpose, but that purpose was the performance 
of a duty as bankers; for which indeed they would have been 
entitled to a commission, if the course of business with London 
bankers admitted of such a mode of remuneration. . . If, indeed, 
there had been aright of lien, as, to return them absolutely at ail 
events to the depositor, at a certain time, the case would have 
been different.” 

A banker has a lien on a deposit to discharge a debt due 
from the depositor to himself and his former partner. (Smead v. 
Williams,9 Law Times, N. S., 115.) But the bank has no lien on 
the deposit of a partner. for a balance due from the partnership. 
(Watts v. Christie, 11 Beav., 546, School District v. First National 
Bank, 102 Mass., 174.) 

A bank has a lien on a title deed indorsed “lodged to cover 
overdraft,” and signed by the depositor as against the de- 
positor’s assignee, not only for overdue bills, but for money 
drawn out by checks. (/z ve Joseph Williams, Irish Reports 
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3 Equity, 546.) Also on a _ negotiable note deposited by an 
attorney for collection without stating for whose account. A 
bank which received one in this way credited his account 
with the amount and applied the same in part payment of 
a debt he owed the institution. The attorney failed and the bank 
in settling with the assignee included the note. A year afterward, 
the owner of it, learning that it had been collected, demanded the 
proceeds of the bank and brought a suit to recover them, but 
failed. (Wood v. Boylston National Bank, 129 Mass., 358.) 

A bank cannot retain a deposit made by a person as an as- 
signee to extinguish a debt due from him individually. (Lawrence 
v. Bank of the Republic, 35 N. Y., 320.) But a bank may apply 
money deposited on private account, though in truth it is trust 
money, if having no knowledge of its nature, to liquidate a bal- 
ance due from the depositor. (School District v. First National Bank, 
102 Mass., 174.) 

A bank cannot apply the funds of a depositor to pay a 
balance due, or a note after he has made a general assignment 
for the benefit of his creditor. Consequently a bank in New York, 
which charged the amount of a draft that matured on the 27th 
of August to the account of a depositor for whom it had been 
discounted, and who had assigned three days before the assignment, 
was obliged to pay the amount to the assignee though having no 
notice of the assignment at the time of making the charge. 
(Beckwith v. Union Bank, 9 N.Y., 211.) But a bank holding a de- 
positor’s demand note has a lien on the proceeds of drafts de- 
livered to it for collection after the giving of the note, though 
they are not collected until after the filing of petition in bankruptcy. 
(Jn re Farnsworth, Brown & Co.,5 Bissell, 223, see 4 Biss., 349.) 

The lien of a bank for a balance due from another bank will 
cover notes, bonds, or other securities sent to it for collection, 
which, on their face, belong to the sender. This principle was 
established in the case of The Bank of the Metropolis v. The New 
England Bank. (1 How., 234 s. c., 17 Peters, 174 second trial, 6 
How., 212; see also Walson & Co. v. Smith, 3 How., 373.) The 
former, which was located at Washington, and the Commonwealth 
Bank of Boston for a long time, had made collections in their 
respective cities for each other. The Boston bank became insolvent. 
When this event happened the New England Bank sued the 
Washington Bank to recover the amount of notes belonging to the 
former which had been sent through the Commonwealth Bank for 
collection. The Bank of the Metropolis did not know at the time 
of receiving the notes that they belonged to the New England 
Bank; indeed, in every instance the notes and other securities 
sent belonged to the sending bank so far as the receivers knew 
or had the means of knowing. The Bank of the Metropolis 
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claimed the right to apply the amount of the notes on the large 
balance due from the Commonwealth Bank. “The paper in ques- 
tion,” remarked Chief Justice Taney, who delivered the opinion of 
the Court, “was the property of the New England Bank, and was 
endorsed and delivered to the Commonwealth Bank for collection, 
without any consideration, and as its agent in the ordinary course 
of business; it being usual, and indeed necessary, to so endorse it, 
in order to enable the agent to receive the money. Yet the 
possession of the paper was prima facze evidence that it was the 
property of the last mentioned bank; and without notice to the 
contrary the Bank of the Metropolis had a right so to treat it, and 
was under no obligation to inquire whether it was held as agent 
or aS owner; and if an advance of money had been made upon 
this paper to the Commonwealth Bank, the right to retain for that 
amount would hardly be disputed. We do not perceive any differ- 
ence in principle between an advance of money and a balance 
suffered to remain upon the faith of these mutual dealings. In 
the one case as well as the other, credit is given upon the paper 
deposited or expected to be transmitted in the usual course of the 
transactions between the parties.” * 

In Maryland, the rule of the United States Supreme Court as 
laid down in Walson v. Smith, (3 How., 763) “that whenever by 
express agreement between the parties a sub-agent is to be em- 
ployed by the agent to receive money for the principal, or where 


* “ Where a draft was remitted by a collecting agent to a sub-agent for collection and the 
proceeds were applied by the sub-agent in payment of the indebtedness of the agent to him- 
self, in ignorance of the rights of the principal, this Court held that there being no new 
advance made and no new credit given by the sub-agent, the principal was entitled to 
recover against him. Wlson v. Smith, 3 How., 363; Bank of the Metropolis v. New 
England Bank, | United States v. State Bank, 96 U.S., p. 35.] 

The Supreme Court at the second trial directed that the following instructions should be 
given to the jury when the case should be tried the third time before them: 

1 ‘*If, upon the whole evidence before them, the jury should find that the Bank of the 
Metropolis, at the time of the mutual dealings between them, had notice that the Com- 
monwealth Bank had no interest in the bills and notes in question, and that it transmitted 
them for collection merely as agent, then the Bank of the Metropolis was not entitled to 
retain against the New England Bank for the general balance of the account with the Com- 
monwealth Bank. 

2. ‘* And if the Bank of the Metropolis had not notice that the Commonwealth Bank was 
merely an agent, but regarded and treated it as the owner of the paper transmitted, yet 
the Bank of the Metropolis is not entitled to retain against the real owners unless credit was 
given to the Commonwealth Bank, or balance suffered to remain in its hands to be met 
by the negotiable paper transmitted or expected to be transmitted in the usual course of the 
dealings between the two banks. 

3. ‘* But if the jury found that, in the dealings mentioned in the testimony, the Bank of 
the Metropolis regarded and treated the Commonwealth Bank as the owners of the negotiable 
paper which it transmitted for collection, and had no notice to the contrary, and upon the 
credit of such remittances made or anticipated in the usual course of dealing between them, 
balances were from time to time suffered to remain in the hands of the Commonwealth Bank, 
to be met by the proceeds of such negotiable paper, then the [Bank of the Metropolis] is 
entitled to retain against the New England Bank for the balance of account due from the 
Commonwealth Bank.’’ How. p. 227. 
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an authority to do so may fairly be implied from the usual course 
of trade, or the nature of the transaction, the principal may treat 
the sub-agent as his agent, and when he has received the money 
may recover it,” has been followed. (AMJzller v. Farmers &c. Bank, 
30 Md., 392; Cece? Bank v. Farmers’ Bank, 22 Mad.. 148.) 

In New York, though, a different rule prevails. A bank there 
which receives notes from another for collection obtains no better 
title to them or their proceeds than the remitting bank had, 
unless it becomes a purchaser for value without notice of any de- 
fect of title. Nor does the collecting bank become the purchaser 
by having a balance against the remitting bank arising from their 
mutual dealings, which it has refrained from drawing. ((/cBride v. 
Farmers’ Bank,* 26 N. Y., 450; Commercial Bank v. Marine Bank, 
3 Keyes, 337 ; Coddington v. Bay, 20 Johns., 637; Rosa v. Brotherson 
10 Wend., 86; Stalker v. McDonald, 6 Hill, 93; Youngs v. Lee, 2 
Kernan, 551; Lindauer v. Fourth Nat. Bank, 55 Barb., 75; Dod v. 
Fourth Nat. Bank, 59 Barb., 265.) 

Returning to the rule prevailing in the federal courts, an im- 
portant qualification must be added. If the negotiability of the 
paper sent to the collecting bank be restricted, for example, if the 
indorsement be, “for collection, pay to the order of A. B.,” this is 
a notice that the indorser is entitled to the money. Thus, a bank 
in New York sent checks to a Newark bank for collection, which 
had the qualified indorsement: “For collection, pay to the order 
of O. L. Baldwin, cashier,” who was cashier of the Newark bank. 
They were sent by him to a bank in Jersey City to be collected, 
and the proceeds were credited to it by virtue of an agreement 
existing between the two to thus credit collections made by them. 
The Newark bank having failed before remitting the amount to 
the New York bank, the latter sued the Jersey City bank to re- 
cover the amount of the checks which had thus been collected 
and credited to the Newark bank. Judge Wallace said, “if the 
defendant had been justified in assuming that such paper was the 
property of the Newark bank, it would have been entitled to a 
lien upon it for a balance of account, no matter who was the 
real owner of the paper. Bank of Metropolis v. New England 
Bank, 1 How, 234. But the checks bore the indorsement of the 
plaintiff in a restricted form, signifying that the plaintiff had never 


* In this case the remitting bank having demanded the notes before maturity and the 
proceeds afterwards, and both of them being foreign corporations, which assigned the notes to 
the plaintiff, a new demand was held not to be necessary. A negotiable promissory 
note endorsed by the payee as owner, and by him deposited in a bank for collection, and 
by that bank transferred in the usual course of exchange to another bank for the same 
purpose, does not create by lien or otherwise any title in the latter bank to the note or the 
avails as against the payee, though the former bank fails before the maturity of the note 
owing the latter a large balance. (Van Namee v. President, s. c., 5 How., Pr. 161, s c, 
8 Barb., 112.) 
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parted with its title to them. In the terse statement of Gibson, 
C. J., ‘a negotiable bill or note is a courier without luggage; a 
memorandum to control it, though indorsed upon it, would be in- 
corporated with it and destroy it.’ Overton v. Tyler, 3 Penn. St., 
348. The indorsement by plaintiff for collection was notice to 
all parties subsequently dealing with the checks that the plaintiff 
did not intend to transfer the title of the paper or the owner- 
ship of the proceeds to another. As was held in Ceczl Bank v. 
Bank of Maryland, 22 Md., 148, the legal import and effect of 
such indorsement was to notify the defendant that the plaintiff 
was the owner of the check, and that the Newark bank was 
merelv its agent for collection. In Fzrst National Bank v. Reno 
Co. Bank, 3 Fed. Rep., 257, paper was indorsed, Pay to the order 
of Hetherington & Co. on account of First National Bank, Chicago, 
and it was held to be such a restrictive indorsement as to charge 
subsequent holders with notice that the indorser had not trans- 
ferred title to the paper or its proceeds. Under either form of 
indorsement the natural and reasonable implication to all persons 
dealing with the paper would seem to be that the owner has 
authorized the indorsee to collect it for the owner, and conferred 
upon him a qualified title for this purpose and for no other. 
Other authorities in support of this conclusion are, Sweeney v. 
Easter, 1 Wall, 166; White v. National Bank, 102 U. S., 658; Lee v. 
Chillicothe Bank, 1 Bond., 389: Blaine v. Bourne, 11 R. I., 119; 
Claflin v. Wilson, 51 Iowa, 15. The defendant could not acquire 
any better title to the checks or their proceeds than belonged to 
the Newark bank, except by a purchase for value, and without 
notice of any infirmity in the title of the latter. As the indorse- 
ment of the checks was notice of the limited title of the Newark 
bank, the defendant simply succeeded to the rights of that bank. 

As against the plaintiff, the defendant had no right to re- 
tain the proceeds of the checks as security or payment for any 
balance due to it from the Mechanics’ National Bank of Newark 
after a demand by the plaintiff.” (Banker's Mag., Aug., 1884, p. 140; 
Central Railroad vy. First National Bank, 73 Ga., 383.) 

In another case a bill of exchange was specially endorsed, 
“Pay J. C., or order on account of B.,” to which J. C. added a gen- 
eral indorsement and sent it to his correspondents. The drawer paid 
it, but J. C. having failed owing them, they applied the money 
towards his indebtedness. In the end, however, they were obliged to 
pay B. (Blaine v. Bourne, 11 R. 1, 119.) So, too, a bank in Indi- 
ana which had received from another bank a check indorsed “for 
collection” was declared to have no title thereto, or right to the pro- 
ceeds when collected; the collecting bank was merely the agent of 
the transmitter. So, too, when a bank receiving such a check sent 
it to another for collection, the latter was declared to be only the 
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agent of the transmitter, and had no right to apply the proceeds to 
the payment of an indebtedness due from that bank. (First National 
Bank of Crown Point v. First National Bank of Richmond, 76 \nd., 
561.) 

When a collecting bank fails to pay over the money received on 
drafts collected for another, between which an account is kept, 
the remedy is against the defaulting bank, and not against the 
drawers. (Kupffer v. Bank of Galena, 34 IIl., 328.) 


ALBERT S. BOLLES. 
[TO BE CONTINUED.] 
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COMMERCIAL EXCHANGES.* 
CHAPTER X. 
EUROPEAN STOCK EXCHANGES. 

The London Stock Exchange—Its Two Distinct Bodies—Shareholders and 
Subscribers—Members of the House—Brokers and Jobbers—Their 
Methods and Rules—The Name Day—The Account Day—Postponement 
of Delivery—The Terms ‘‘ Stocks” and ‘‘ Shares”” Compared—The Paris 
Bourse: Its Organization—Value of a ‘‘Seat”—Bi-monthly Settlements 
—The ‘‘ Carrying-day” andthe ‘‘ Resting-day”"—The Settlements—The 
Penalty for Failure to Meet Contracts—When Stocks are Delivered—The 
Haussiers and the Baissiers—The Caulisse and Female Speculators—The 
Berlin Bourse—U nder Government Supervision—Sworn Brokers—Quotations 

_ Classified—The Stamp Tax—The Vienna Bourse: Its Importance of 
Late Years—Losses During One Year—The Two Classes: Sworn and 
Free Brokers—Government Inspection—Litigation and the Syndical 
Chamber—Commissions. 

The London Stock Exchange, as now organized, consists of two 
distinct bodies: 

1. The shareholders or proprietors, who own the building where 
the business is transacted, and who are interested as members of 
a joint-stock enterprise. 

2. The subscribers, or persons generally described as members of 
the Stock Exchange, or members of the house, who transact 
business;t of the members of the house there are what are termed 
two classes—brokers and jobbers. A broker seeks as his customers 
persons not members of the Exchange, who desire to either buy 
or sell stocks. Having found a customer who has stocks for sale, 
he ascertains the number of shares and kind of stock his customer 
desires to sell. With this information he repairs to the Exchange, 
and there seeks from among the jobbers such an one as he knows 
deals in this particular kind of stock, and asks that the jobber 


* Copyright, 1886, by Homans Publishing Company. 
+ Cavanagh’s Law of Money Securities. 
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“make him a price,” naming the stock and the number of shares. 
The jobber names to the broker two prices, one being the price 
he will pay, and the other the price he will give. If the offer is 
satisfactory, the broker then says he has the stock for sale, and 
thereupon delivers a ticket to the jobber, and he immediately 
sends to his principal a “sold note” stating the price at which 
the stock was sold. He may or may not, as he chooses, give the 
name of his principal to the jobber, brokers usually do not. The 
principal holds the stock until the “name day” arrives, when he 
is given the name of the purchaser of the stock, not the jobber, 
but the outside person to whom some broker has sold the stock, and to 
whom it must now be transferred. The jobber to whom the broker 
sold the stock may have sold it to another jobber, and he to a 
third, and thus it may have passed through the accounts of sev- 
eral jobbers before finally going to some broker for an_ outside 
customer. The stock does not come into the possession of either 
broker or jobber, nor do they in the several transactions receive 
the pay for it, 

When the “name day,” or, as it is sometimes called, “ticket 
day,” arrives, the broker who has sold the stock to the outside 
customer passes to the jobber from whom he made the purchase 
the name of his customer, or whatever name may be given as the 
one to whom the stock is to be transferred, and the jobber passes 
this name to the broker who first offered the stock, and by him 
it is given to the customer who holds the stock. The transfer is 
made and money given direct from one customer to the other. 
The differences or commissions are what brokers and jobbers re- 
ceive in their transactions. In each sale of broker to jobber, one 
jobber to another, jobber to broker and broker to customer, there 
passes a ticket from seller to buyer upon which is stated the 
kind of stock, number of shares, the price, and the name of the 
seller. This is transferred at its face in lieu of the stock. 
If the seller obtains a price above that named on the ticket, 
the difference or excess is paid by the purchaser; if a jobber sells 
at a price below that named on the ticket, he must pay the dif- 
ference to the purchaser. The jobber only is the one taking risks 
on the transaction, the broker is sure of his commission or he 
does no business. The “name day” is the day named upon the 
ticket which passes from purchaser to seller upon which the stock 
is to be transferred. It is usually the day preceding the “account 
day” or “settling day,” a day on which, under the rules of the Ex- 
change, all settlements are made. For government stocks, only one 
“settling day” in a month is provided. For all other stocks there 
are two. The rules provide means by which contracts may be car- 
ried over from one settling day to the next, but unless specially pro- 
vided, all sales and purchases must be settled on the regular and 
established days. 
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Should the buying jobber fail or neglect to furnish on the name 
day a name to whom the stock is to be transferred, it is taken for 
granted that he has failed to dispose of it, and the broker who made 
the sale may then dispose of the stock for whatever price he is able 
to get, or, as it is called, “sell out.” If the price obtained is less 
than that offered by the buying jobber the jobber is charged with 
the loss or difference. The rule is equally as good against the bro- 
ker, for should he fail to deliver the stock, the jobber is entitled to 
procure it by “buying in” what the broker agreed to deliver. If he 
pays more than the price agreed upon, the selling broker is charge- 
able with the difference. 

A rule of the Exchange provides that a seller may, upon payment 
of a premium, postpone the delivery of shares until the next settling 
day, which act is termed “backwardation.” If the buyer takes advan- 
tage of the rule, it is termed a “contango.” 

In the United States the terms “stock” and “shares,” as repre- 
senting joint interests in a corporation, are used synonymously. The 
term “stock,” as meaning shares in a private corporation, comes 
from the phrase “ joint-stock company,” the capital of such corpora- 
tion being called “ capital-stock.” Therefore, in speaking of stock in 
this relation, is meant the shares or joint-interests in any kind of a 
joint-stock corporation. The terms are differently used in England. 
The word “stocks” is there understood to be government securities, 
or what in the United States are known as “bonds.” The word 
“shares” is made use of to signify the joint interests in joint-stock 
corporations. 

The Paris Bourse is composed of sixty agents de change, who are 
appointed by the government. Each of these is required to deposit 
in the National Treasury, to be held as a guarantee of good be- 
havior, 125,000 francs: and with the syndicate of the bourse as a 
cautionary fund, the further sum of 100,000 francs. The latter is to 
provide for the payment of losses to customers when such losses are 
the result of the broker’s negligence. 

A seat in the Paris Bourse is valued at a million and a half of 
francs, or about $350,000; and there has been paid for such a seat 
as high as two million francs. The certificate of membership is 
transferable only to a purchaser approved by governing committees. 

Settlements of dealings among the members are made twice a 
month for all securities except rentes, government debentures; and 
each time of settlement, instead of being made on one day every 
fortnight, as in the London Exchange, they extend over several 
days. Both methods are in strong contrast with the arrangement 
in cities of the United States, where settlements are made daily 
One time of settlement on the Bourse commences on the first and 
the other on the fifteenth of each month. Each settlement extends 
over a period of five days, exclusive of the day of declaring what 
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is called the “option,” which is the last day of the next preced- 
ing month. The settlement at the middle of the month is given 
a day less, because there are no accounts in rents then maturing, 
all transactions in these being settled on the first settlement of 
the month. The first day of the first settlement of the month is termed 
the “carrying day”’ for rentes. The second day is calied the “carry- 
ing day” for all other stocks. The third day, which is known as 
the “resting day,” is set apart for the brokers’ clerks to compare 
transactions and strike balances. 

On the carrying day the buyers and sellers agree between them- 
selves upon a rate to be charged upon payments carried or de- 
ferrea until the next settlement. The rate agreed upon is termed 
the “report.” The plan of comparing accounts and striking bal- 
ances is similar to the method practiced in the exchanges here, 
and the one adopted by the associated banks at the clearing- 
house. 

On the fourth day of the settlement the settlements are made 
with the customers, the brokers determining then what is due them 
on differences or in full for such stocks as the customer desires 
to take up. These regular times for settlement do not debar the 
buyer of stocks from demanding, at any time he may elect, the 
stocks he has purchased, and upon a tender of the money they 
must be delivered to him. On the following day, that is the fifth, 
all accounts remaining unpaid by the customers must be liquidated, 
and every broker must pay to the committee of the official board 
of brokers whatever there is due to the other brokers. These pay- 
ments must in every case be made at or before twelve o'clock 
noon on the fifth day. This rule is imperative and strictly adhered 
to. The penalty for failure is graded according to the delay. The 
delinquent broker may take one hour, or up to one oclock to pay, 
but he must pay 10,000 francs or about $2,000 for each 15 minutes 
of the hour’s grace. Any broker who has not paid at one o'clock 
is immediately posted as a bankrupt. After twelve o'clock of this 
day the Board of Brokers, or, as it is called, the syzdzcat, meet 
and pay by check on the Bank of France the depository of the 
Bourse, where all payments by the brokers are received, the amount 
due to each stock broker, as it has been ascertained by the com- 
parisons on the “resting day.’ These payments are made irrespec- 
tive of any failure of a broker to meet his contracts. If he has 
failed, the money is taken out of the general fund, made up of the 
cauttonnement deposit or guaranty fund. 

The brokers do not deliver the stocks to their customers until 
the sixth day, and then only such stocks as have been bought and 
paid for not later than on the forenoon of the fifth day. When the 
customer receives his stock he surrenders his bought ticket received 
from his broker at the time of the purchase. 
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What are known in the American Exchange as du//s are the haus- 
sters of the French dourse, and our dears correspond to their dazsszers. 
Aside from these two general classes, there are the ever ready 
“curbstone” operators, known in French Exchange parlance as cou- 
fisse. It is in the coudisse where the speculating Frenchwoman takes 
a prominent part in stock manipulations. Many of the fair sex are 
constant attendants at this side bourse, which is in session through 
the entire business day. The Exchange proper, or, as it is called, 
the Jarguet, is open for the transaction of business only two hours 
each day. 

The Berlin Bourse is a sort of semi-official exchange. The* London 
Stock Exchange, like all American Exchanges, is purely independent 
of government interference. The Paris Bourse is,as has been shown, 
a governmental institution in the sense that its members are all 
appointed by the government, with authority to act as_ brokers 
only on their own account, but cannot themselves buy, sell, nor 
own the securities or stocks. They simply negotiate for others. 
The Bourse at Berlin is managed somewhat differently from either 
of the others. It is under the supervision of a department of the 
government known as the Corporation of Merchants or “College 
of Ancients.” The number of members of the bourse is not limited, 
but is open to any person, women, children and bankrupts ex- 
cepted, who may desire to become a member and has the ap- 
proval of the President of the Corporation of Merchants. 

There is a special board known as “sworn brokers” who are 
not in reality brokers, but regulators of prices on the “ official 
list’ of securities. They receive their appointment from the Pres- 
ident of the Corporation of ‘Merchants, but are not permitted to 
buy, sell, nor negotiate sales of stocks. The class who are the 
brokers proper are called “free brokers.” The seats are not sold, 
but the government levies a tax on all negotiations through the 
bourse, and the members pay a fixed price for season tickets of 
admission, which varies according to financial standing of the 
member, or the importance of their business operations. In addi- 
tion to these the government also issues “commercial licenses.” 
This is a tax which all persons engaged in financial enterprises of 
any kind must pay. These licenses are divided into three classes: 
Ai, A2 and B. The first comprises commercial and_ financial 
firms having a large capital, the second those firms having a 
moderate capital and good credit, and who do a moderately ex- 
tensive business, the third takes in the small business enterprises. 

The quotations at the bourse are classified under three heads: 

First,—Official quotations. 

Second.—Unofficial quotations. 


Third.—Special quotations. 
In the first category are included: cash transactions, and cash 
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transactions only upon such securities as have been accepted by 
the Corporation of Merchants as dona fide enterprises based upon 
a capital of one million marks, or about $250,000. This comes after 
a careful examination of the constitution of the company and a 
scrupulous verification of the amount paid upon its script, pro- 
vided also that the postulants be endorsed by three respectable 
mercantile or financial firms, and be approved by the College of 
Ancients. This body, after one week’s publication in the princi- 
pal newspapers of the merchant’s guilds, reports and makes known 
its decision. Should the decision of the college be adverse to 
listing the stocks of the new corporation, the corporation will be 
so notified, but the reasons for such adverse decision will in no 
case be communicated. These formalities apply only to stocks for 
admission to the official list. The dealings in this class of stocks 
are for cash only. Time contracts are not permissible in these 
transactions, either in the public funds, bills of exchange or 
other securities. Prices on the official list are established by the 
commissaries of the bourse, who are appointed, as stated, by the 
president of the Corporation of Merchants. They hold office one 
year, and receive the reports of the “sworn brokers” concerning all 
affairs in which they had been intermediaries. 

Admissions to the non-official list are granted by the Commission 
of the Bourse upon the proposal of the brokers. The prices of this 
list are not fixed but are regulated by the prices given stocks on the 
official list. They are not restricted to cash transactions. 

Stocks which fail to be admitted to the non-official list may be 
brought in under the head of special quotations. Though they have 
no official standing or endorsement, it is needless to say they find 
any number of operators whose appetites for speculation are so 
whetted with excitement that they seize upon almost anything in the 
shape of a joint-stock enterprise. The scheme must, of course, have 
some reasonable show of solvency and success before its shares will 
be taken even by this class. And it not infrequently happens that 
the stocks brought in under this quotation prove most profitable in- 
vestments. 

The State levies a stamp tax upon each “bulletin” of negotiation 
and each “winding up” of an account. On the bulletin and winding 
up of cash transactions this tax is twenty pfennigs or about five 
cents. On each time operation it is one mark or about twenty-four 
cents. The revenue from this tax gives an idea of the extent of the 
business of the Bourse. It amounts annually from 2,000,000 to 
3,000,000 marks, or about a-half to three-quarters of a million of 
dollars. | 

The Vienna Bourse is an important European institution. The 
chief financial market of a great city with over 700,000 people who 

are as much given to speculation as are those of Austria-Hungary, 
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must from this nature of things present an interesting scene. Espe- 
cially has this bourse been the place of active operations during the 
past few years, while the financial and commercial affairs of the Em- 
pire has been undergoing a change approaching in its consequences 
a financial revolution. The action of the government in absorbing 
the entire railway interests of the country has been one cause of 
activity at the Vienna Bourse. The extent of operations on ‘change 
may be surmised from a statement recently published showing the 
losses upon the Bourse during one year (1884). 


To shareholders in the Anglo-Bank 
To the Bank Association 

To the Lauder Bank 

To the Union Bank 
. To the Discounting Association 

To Ferdinand’s Northern Railway 
To the Mining Company 

To the Iron Industry Co. of Prague 





An Aggregate of 
or nearly twenty million dollars. 


The Bourse is in part an official and in part a free institution. 
The official market is composed of “sworn” brokers who give 
security in the sum of 10,c0oo florins, and must hold their books 
subject to government inspection. This class under the presidence 
of a member of the Syndical Chamber establishes the price list, ad- 
mission to which of any security, requires the endorsement or 
authority of Minister of Finance and the visa of the Syndical 
Chamber. Before being quoted upon the list, all securities except 
government funds and municipal and provincial bonds are taxed 
one-tenth of one per cent. of the scrip issued. Every operation 
made by the brokers irrespective of its importance is subject to a 
stamp tax of five kreutzers. Mention in the official list is made only 
of cash operations, but the brokers have authority to negotiate 
“time” purchases, and sales even, with securities not quoted in the 
official list, and engagements resulting from these are considered as 
legally binding as ordinary commercial debts. 

Litigation resulting from operations on the Bourse is conducted 
before the Syndical Chamber, whose judgments are without appeal 
and may be executed summarily against the judgment debtor. The 
broker’s commission is one-half of one per cent. on the real or 
nominal value of the negotiation. His annual ticket of admission 
costs seventy-five florins, about thirty-five dollars, and, like any other 
merchant or banker here, as in Berlin, the cost of his license depends 
upon the importance of his business and his annual income. 


SELDEN R. HOPKINS. 


[TO BE CONTINUED.] 
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STATE BANK NOTES. 


A city contemporary expresses the opinion, that without such 
new and remedial legislation by Congress as will maintain the Na- 
tional banking system in existence, a “mecesszty”’ will arise for restor- 
ing to the State banks their old rights of issuing currericy notes. 
It is possible that in saying this, our contemporary intended nothing 
more than to suggest, that if the National bank system is suffered 
to lapse, there will be an effort, difficult to resist, to revive the 
note-issuing powers of the State banks, and that the avoidance of 
that danger is among the many important reasons why some new 
basis for National bank notes should be seasonably provided to take 
the place of the Government bonds, which seem destined to disap- 
pear at no distant day. But we totally dissent from the idea that 
there can be any such thing in any event as a “wecesstty” for a 
return to State bank note issues, or that such issues ought ever to 
be referred to as among the contingencies possible to be tolerated 
in the future under any conceivable circumstances. Whatever dis- 
agreements there may be as to the proper characteristics of money 
in this country, there is now very little disagreement, and there 
ought not to be any, that nothing should be allowed currency as 
money which is not National in its authorization; National in the 
regulation of its quantity so far as it consists of paper; and National 
in the sense of being made everywhere acceptable without discount, 
by some measures efficient to that end, such as the Government 
guarantee of ultimate redemption, or receivability in all, or at -any 
rate in important branches of the National revenue. Indeed, it is 
difficult to understand upon what principle the Government can 
permit the circulation as money, of anything which it does not itself 
receive, and cannot safely receive in all branches of the revenue, 
although, of course, any existing public contract to receive only 
special kinds of money for certain taxes, however unwise such con- 
tracts may have been, must still be carried out. 

State bank notes, in former times, constituted an organized 
system of vexation and of public spoliation for the benefit of brokers. 
They would be immeasurably more mischievous in the present con- 
dition of the country, of which Mr. Coe well said at the American 
Bankers’ Convention of 1881— 

States once comparatively isolated have become interlocked with 
the others by railroads and modern motors, and sections once distant 
and almost exclusive in their local trade and currency are now banded 
together by commercial ties and easy modes of social intercourse. 
Modern commerce knows no State lines. Currency notes, once emitted 


anywhere within the States of the Union, diffuse themselves among the 
people of the broad land and become practically National. 





at ee Se 


0 Se nee “ = el 


in REP RST SRN Gt gS gh Fae 














Ce Sate 





ns 





a 





epee £25 





me 
A. 









et Sas oe 


PD REY A Ee ae a ee D 




























518 THE BANKER’S MAGAZINE. [ January, 


To permit each one of thirty-eight States to inflate or contract 
at its pleasure the volume of the paper money of the whole country, 
is to abandon the National authority in a particular quite as vital 
as any other. The States are expressly forbidden either to coin 
money or to issue bills of credit, both of which prohibitions are set 
at naught by their creation of banks clothed with the function of 
issuing notes for monetary circulation. They were never anything 
but an abuse, and although circumstances compelled its long toler- 
ation, it was finally taxed out of existence in March, 1865. During 
the nearly twenty-two years which have since elapsed, no attempt 
to revive them has been made in Congress, and the reasons against 
their revival are being constantly strengthened by time. 

The present basis for National bank notes will not wholly disap- 
pear for many years, and in the meantime there is no occasion for 
giving up the hope that some new basis can be suggested, which 
can be shown to be safe and practicable, and can also be made 
acceptable to majorities in Congress. It can only work mischief to 
suggest a revival of State bank issues as being among the possi- 
bilities of the future. The result of such a suggestion will be the 
diversion of thought and discussion from efforts to agree upon some 
possible modifications of the present National banking system, which 
will still secure to the country the universally admitted advantages of 
the currency which it now furnishes. 


THE UNITED STATES TREASURER’S REPORT. 


That portion of Mr. Jordan’s report relating to the bank circulation is 
here laid before our readers. 

The National bank notes presented for redemption during the fiscal 
year amounted to $130,296,606, which was $19,912,523, or 13.26 per cent. 
less than the amount presented for redemption in the fiscal year 1885. 
That there would be a falling off in the amount presented for redemp- 
tion was indicated by the amount presented during the first three 
months of the fiscal year ; and my opinion, based thereon, and expressed 
in my last report, that the culminating point in the second upward 
movement in bank-note redemptions had been reached in the fiscal 
year 1885, has been verified. 

The rate of increase in the redemptions of bank notes during the 
second upward movement, covering the fiscal years 1882, 1883, 1884, and 
1885, is represented by the percentages 27, 34, 22, and 19, respectively. 
A feature of this upward movement was the constantly.decreasing vol- 
ume of National bank notes actually outstanding from $362,421,988 on 
Jan. 1, 1882, to $319,069,932 on June 30, 1885, a decrease of $43,352,056. 
This seems to indicate that the volume of bank notes outstanding during 
that period was excessive, or above the point at which it could be 
profitably maintained. Another fact, however, should be considered in 
this connection, which is that during these four years of increase in 
redemptions, the silver-certificate circulation of the country was increased 
$75,755,182, from $39,110,729 on June 30, 1881, to $114,865,911 on Dec. 
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31, 1884. This increase much more than balanced the decrease in bank- 
note circulation, and the apparent excessive issue of bank notes might 
to a considerable extent be due to that fact. The decline in the volume 
of bank-note circulation has continued without interruption, until the 
amount outstanding on Sept. 30, 1886, as reported by the Comptroller of 
the Currency, was $303,611,241, making a total reduction of $58,910,747 
since Jan. 1, 1882; and also after Dec. 31, 1884, the silver-certificate cir- 
culation gradually decreased, until on July 31, 1886, it had fallen $27,- 
301,867 to $87,564,044. The average outstanding for a year preceding 
that date was about $91,000,000. Since Jw 1, 1885, the decline in the 
bank-note circulation has apparently had the effect to check the increase 
in bank-note redemptions, as they have steadily fallen off from that date, 
until they now are for the current fiscal year about 31 per cent. less than 
in the preceding year. ° 

In counting the remittances of bank notes received for redemption 
during the year there was found $25,528 in “overs,” being amounts in 
excess of the amounts claimed, and $8,246 in “shorts,” being amounts 
less than the amounts claimed—an increase in both items as compared 
with the preceding year, when they were $17,060 and $6,445, respectively. 
The counterfeit notes rejected and returned represented the nominal 
value of $2,700, which was $840 less than the amount rejected during the 
preceding year. The total amount of counterfeit notes which have been 
found in remittances of National bank notes since the establishment of 
the redemption agency at the Treasury in 1874, is $48,519. The 
“stolen” National bank notes, that is, notes fraudulently put in circula- 
tion without the signatures of the bank officers, found in remittances 
during the year and rejected, amounted to $420. 

As usual, the months of September and January during the fiscal year 
have respectively furnished the smallest and largest amount of National 
bank notes for redemption, the former month $7,589,000, and the latter 
month $17,485,000o—a difference of nearly $10,000,000. 

From the principal cities the receipts were as follows: From New 
York, $49,487,000, or 37.98 per cent., exceeding as usual the amount re- 
ceived from any other place during the year; from Boston, $30,031,000, 
or 23.05 percent.; from Philadelphia, $7,323,000, or 5.62 per cent., and 
from all other places, $43.455,600, or 33.35 per cent. The average per- 
centage of receipts for the eleven fiscal years ending June 30, 1885, from 
the cities named and all other places was: for New York, 39.02 per 
cent.; for Boston, 24.53 per cent.; for Philadelphia, 6.07 per cent., and 
for all other places, 30.38 per cent., showing, by comparison, that in the 
last year there has been a slight decrease in the percentage of bank 
notes received from the principal cities, and a corresponding increase in 
the percentage received from all other places. 

The total payments for National bank notes redeemed during the year 
were $1 30,029,625.12, and were made as follows: By the Treasurer’s 
transfer checks drawn on the assistant treasurers of the United States 
and transmitted by mail, $74,149,555.26, or 57.02 per cent.; by United 
States notes forwarded by express at the expense of the consignees, 
$9,204,752.76, or 7.08 per cent.; by fractional silver coi and standard 
silver dollars forwarded by express and mail at the expense of the 
Government, $555,037.84, or .83 per cent.; by redemptions at the 
counter, $8,385,485, or 6.45 per cent.; by credits in general account as 
transfers of funds from sub-treasuries and designated depositories, $31,- 
007,087.30, or 23.85 per cent.; and by credits in redemption accounts, 
$6,727,706.96, or 5.17 percent. It is worthy of remark that 92.92 per 
cent. of these payments was made without cost to the senders of the 
bank notes, and that only 7.08 per cent. of the payments were made at 
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the expense of the consignees for express charges. The payments made 
in the preceding year at the expense of the consignees were 12.83 per 
cent. Year by year the payments in redemption of bank notes effected 
by the use of checks and credits have increased until practically the total 
redemptions are now so made. 

The deposits made by National banks during the year to maintain the 
5 per cent. redemption fund amounted to $103,359,393.61. Of this sum, 
$92, 363,184.15, or 89.36 per cent., was deposited for the Treasurer in the 
nine sub-treasury offices, and afforded more than the amount necessary 
to pay the transfer checks drawn by him against these offices in the 
redemption of National bank notes. The balance of the deposits, 
amounting to $10,996,209.46, was received directly by the Treasurer— 
$1,787,241.84, or 1.73 per cent. of the total deposits, over the counter; 
$3,433,408.78, Or 3.32 per cent. in lawful money forwarded to him by ex- 
press at the consignors’ expense ; and $5,775,498.84, or 5.59 per cent. in 
proceeds of National bank notes redeemed. 

There were assorted and delivered on the 5 per cent. account during 
the fiscal year $101,234,035 in redeemed notes. Of this sum, $46,701,100, 
or 46.13 per cent., was forwarded to the banks of issue in notes fit for 
circulation, and $54,532,935, or 53.87 per cent., in notes unfit for circula- 
tion, was delivered to the Comptroller of the Currency, to be destroyed 
and replaced with new notes. The total amount delivered on the 5 per 
cent. account was $17,070,465, or 14.43 per cent. less than the amount 
delivered in the preceding year. This decrease is the result of a falling 
off of $18,136,765 in the amount of unfit notes delivered, and an 
increase of $1,066,300 in the amount of fit notes forwarded to banks. 

The deposits made by National banks “failed,” “in liquidation,” and 
“ reducing circulation ’”’ during the year, under the various provisions of 
law, for the retirement of their circulation, amounted to $51,209,961.75, 
being nearly double the amount so deposited in the preceding year. 
This large increase was in great measure due to the calling in for pay- 
ment by the Government of its 3 per cent. bonds, which were largely 
owned by the banks and pledged with the Government as security for 
their circulating notes. Included in the above amount is $32,423,156.75 
deposited by banks under the provisions of Section 6 of the Act of July 
12, 1882, which requires that “at the end of three years from the date of 
the extension of the corporate existence of each bank the association 
so extended shall deposit lawful money with the Treasurer of the 
United States sufficient to redeem the remainder of the circulation 
which was outstanding at the date of its extension.” 

The amount of notes redeemed, assorted and delivered during the 
year on account of these classes of banks was $29,557,588. The balance 
on account of these deposits ran up during the year in the sum of $21,- 
652,373.75, which, added to the balance of June 30, 1885, made the 
balance at the close of the year, June 30, 1886, $60,248,705.85, the largest 
sum at any time before held in the Treasury for the redemption of the 
circulation surrendered by the National banks. The total deposits 
made on these accounts since the establishment of the National banking 
system to the close of the year were $295,225,393, and the total redemp- 
tions of notes out of these deposits were $234,976,687.15. During the 
first five months of the current fiscal year, these deposits have been 
$37,926,885.25. The redemptions for the same period have been $11,- 
064,273.50, making an increase of $26,862,611.75 in the balance on 
deposit, which on November 30, 1886, was $87,111,317.6. 

The assorting and delivering of redeemed National bank notes at 
shorter intervals than formerly, which was adverted to in my last report, 
was continued throughout the year. The number of packages prepared 
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and delivered was 106,236, being 44,967 more than in the preceding 
year. Of these, 29,690 inclosed notes fit for circulation to the respective 
banks of issue, and 76,546 inclosed notes to the Comptroller of the Cur- 
rency for destruction. 

The expenses incurred in the redemption of National bank notes 
during the year, and paid out of the 5 percent. fund, were $168,243.35, and 
were less by $13,613.81 than the expenses incurred in the preceding 
year. They were made up as follows: For charges for transportation, 
$74,490.52; for salaries, $89,065.18—$75,322.19 in the Treasurer’s office 
and $13,742.99 in the Comptroller’s office; for printing and binding, 
$3,190.89 ; for stationery, $1,163.65; and for contingent expenses, $333.11. 
The charges for transportation cover the cost of transporting the Na- 
tional bank notes to Washington and the return of the assorted notes fit 
for circulation to the respective banks of issue. This item of expense 
fluctuates according to the amount of notes presented for redemption, 
and by reason of diminished redemptions during the year was $10,764.96 
less than in the preceding year. In the expenditure for salaries there 
was a saving of $4,306.64 as compared with the preceding year, and a 
saving of $9,314.82 of the amount appropriated for that purpose. These 
expenses will be assessed in the usual manner, in compliance with law, 
against the National banks whose notes have been redeemed. The 
amount of notes redeemed during the year, which under the law are 
subject to assessment, is $128,518,763.50, making the rate of expense 
$1.30,%,,, per $1,000. 

During the year assessments for expenses of retiring the circulation 
of National banks in liquidation, made under the provisions of Section 
8 of the Act of July 12, 1882, amounted to $3,292.20. A charge was 
made to that fund on November 16, 1885, of $9,627.21, for its share of the 
expenses of the fiscal year 1885 incurred in redeeming the notes of liqui- 
dating banks subject to the provisions of Section 8 of the Act of 1882, to 
the amount of $7,658,877, at $1.25,%, per $1,000, the rate of expense for 
that year. The balance of the credit to that fund on June 30, 1885, was 
$33,681.29, and on June 30, 1886, it was $27,346.28. 

As there seems to be on the part of the public an idea that the 
Treasury is locking up money in its vaults on account of this fund, the 
whole operation of the retirement of the notes of a National bank will 
be stated here in order to relieve any apprehension which may be felt on 
this subject. The 3 per cent. bonds of the Washington National Bank 
of Westerly, R. I., amounting to $100,000, were called on the 15th day of 
September, 1886. On the 12th day of October, 1886, the bank sent its 
duplicate receipt to this office, the original being held by the Comp- 
troller of the Currency, with the request that a deposit of 90 per cent. 
of the above amount should be made to retire its circulation with the 
Treasurer of the United States, as agent for the redemption of the notes 
of the National banks, and requesting a check for the Io per cent. differ- 
ence. Accordingly a credit was placed upon the books of the Treasurer, 
as agent tor the National banks, for $90,000, and a check for $10,000, and 
the amount standing to the credit of the bank in the 5 per cent. redemp- 
tion fund—in this case $4,500—returned to the bank. The amount of 
redeemed notes charged to this account since it was opened is $1,892. 
The annual percentage of such redemptions is 25.22, and it will there- 
fore take at least four years before the greater part of the notes of this 
bank will be redeemed. The amount credited to the general fund thus 
created stands on the books of the Treasurer, as agent, as a credit for 
the redemption of the notes of the banks, and as the notes come in for 
redemption they are charged to this account, and the National bank 
circulation outstanding is decreased by a corresponding amount. At 
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present, owing to the active business season, none but mutilated notes 
are sent in for redemption. Persons presenting these notes for redemp- 
tion are paid either by check on New York or in such form of currency 
as may be desired by them. The indebtedness on the part of the 
Treasury, created as above described, is no doubt due in legal tenders, 
but is liquidated in the manner stated, and no attempt is made to reserve 
any specific sum of legal tenders, or any other form of currency, out of 
the general Treasury balance in which to pay these constantly-accruing 
liabilities. There was on November 30, of this kind of liability, adding 
the 5 per cent. fund which, theoretically, is also composed of legal 
tenders, the sum of $94,752,389. The total amount of legal tenders in 
the Treasury on the same date, exclusive of that held to redeem the 
legal tender certificates which are used in the banks as reserve in their 
stead, was $29,548,188, thus showing that there must be held in the 
Treasury in some other forms of money the balance of $65,204,201. The 
entire sum of $94,752,389 may be said to be composed of $29,548,188 
legal tenders. $32,602,100 standard silver dollars and $32,602,100 gold. If 
the books of the Treasury stated accurately the balances due by it as a 
depository, the amount now reported as a credit balance would be ma- 
terially decreased. That these balances should not be so reported is, in 
the opinion of the Treasurer, one of the greatest defects of the present 
Treasury system. 





REPORT OF COMPTROLLER OF THE CURRENCY. 


The following is an extract from the report of Mr. Trenholm, 
Comptroller of the Currency: 


Upon the security of its bonds deposited with the Treasurer, each 
bank is entitled to receive, and the Comptroller of the Currency is by 
law required to issue to it, circulating notes to the amount of 90 per 
cent. of the market value, and not more than go per cent. of the par 
value of the bonds. Any bank may deposit more than the minimum of 
bonds, and may take out circulating notes for 90 per cent. of its deposit, 
providing that its entire outstanding circulation against bonds does not 
exceed go per cent. of its capital stock actually paid in. The circulating 
notes when issued by the Comptroller are in sheets, and are not valid 
until signed by the bank officers designated by the statute. 

Under the present law the minimum deposit of bonds required to be 
made by the 2,852 National banks in operation in the United States on 
October 7, 1886, in order to continue as National banking associations, 
would be but $84,365,312. 

Tables in the appendix show by States and geographical divisions 
the National banks in operation on October 7, 1886, separated into two 
classes, namely, banks of which the capital does not exceed, and banks 
of which the capital exceeds $150,000. The first class contains 2,001 
banks, with an aggregate capital of $167,261,245; the second 851, with 
an aggregate capital of $380,979,485. The minimum of bonds required 
to be kept on deposit by the entire body of banks in the first class is 
$41,815,312; the minimum for the 851 banks of the second class is 
42,550,000. If all banks held only the minimum of the bonds, the cotal 
National bank circulation would be $75,928,781, while the possible 
maximum of circulation, being 90 per cent. of the aggregate of the 
National bank capital, would be $493,416,657. The actual circulation on 
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October 7, 1886, was $303,176,776, inclusive of $71,953,145 still out- 
standing, but which is no longer represented by bonds, but by that 
amount of lawful money deposited with the Treasurer of the United 
States to redeem it. The $231,223,631 of circulation for which the 
banks are responsible is composed of $86,517,585, secured by the bonds 
deposited by the 2,001 banks having $150,000 capital and less, and 
$144;706,046 secured by the bonds belonging to the 851 banks of which 
the capital exceeds $150,000, The first class of banks have therefore 
$48,883,805 more than their minimum, and $64,017,536 less than their 
possible maximum circulation, while the larger banks have $106,411,046 
more than their minimum, and $198,175,491 less than their maximum. 

The following table shows the number of banks organized from July 
1, 1882, to July 1, 1886, their capital stock, amount of bonds deposited, 
and the circulation issued thereon : 








Minimum Bonds actually 


| | | 
Fiscal | > | I Ss & | Circulation 
i | bonds ge 
yenr. =S Capital. required. | deposited. | X8 zssued. 
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1882-83...; 25: | $26,552,300 $5,155,5C0 $7,116,400 28 $6,404, 760 














1883-84...; 218 | 19,944,000 4,016,000 4,676,100 14 4,208,490 
1884-85...) 142 | 15,205,000 3,061,250 3,332,800 8 2,999,520 
1885-86...; 163 | 17,553,000 3,404, 500 35715, 500 8 3,342,950 








From the foregoing table it appears that 774 banks have been organ- 
ized between the dates given, with a capital of $79,254,300, that they 
have deposited $18,840,800 bonds, upon which circulation to the 
amount of $16,956,720 has been issued. The minimum deposit of 
bonds as required by law for such banks is $15,637,250, and it will be 
observed that while the actual deposit has in the aggregate exceeded 
the minimum absolutely required, yet this excess steadily decreased 
during the first three years covered by the table, and during the years 
ending July 1, 1885,and July 1, 1886, the percentage of excess re- 
mained the same, namely 8 per cent. Of the 163 National banks 
organized during the past fiscal year, 96 have a capital of $50,000 each, 
amounting to $4,800,000; 44 have a capital of over $50,000 and not ex- 
ceeding $150,000, amounting to $4,218,000; and 23 have a capital of 
$8,535,000. The latter class of banks deposited only $100,000 of bonds in 
excess of the minimum required by law. 

Tables have been prepared, and will be found in the appendix, show- 
ing for the National banks in each State, Territory, and reserve city, the 
minimum amount of bonds required by law, the bonds actually held, 
and the circulation issued thereon and outstanding October 7, 1886, also 
all other information deemed useful as to circulation. 

Banks are privileged to change their deposited bonds from time to 
time, to increase and to reduce the amount, within limits, and are re- 
quired to inspect once a year the bonds held for them in trust by the 
Treasurer. The Comptroller of the Currency is the agent and medium 
of all such changes; his indorsement on the bonds establishes their own- 
ership and alone validates their transfer. Section 5,163 of the Revised 
Statutes requires him to record every act of deposit, transfer, and with- 
drawal, and to keep a set of books for the purpose. 

2 ok * ** ** * % ** * * tk ** 


The diagram accompanying this report exhibits in a very striking 
manner the main features of the National banking system, and how 
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each has varied during the twenty-one years since the peace of the 
country has been re-established. 

On the Ist of January, 1866, there were 1,582 National banks ; on the 
7th of October, 1886, there were 2,852—a net increase in number alone 


of 1,270. 


The following table groups in a compendious form the most important 
facts shown in the diagram: 


Capital 


Capital, surplus and 
undivided profits... 


Circulation 


Total investments 
U.S. Bonds 


Deposits 


Loans and discounts... 


Fanuary i, 
1866. 


| October 7, | 
| 1886, | 
| 

| 


$403,000,000 | $548,000, 000 


475,000,000 


213,000,000 


440,000,000 
522,000,000 


500,000,0C0 


| 


772,000,000 


228,000,000 


291,000,000 
I, 173,000,000 


I, 443,000,000 


Highest point 
touched. 


{ $548,000,000 | 
? Oct. 7, 1886. | 


\ 772,000,000 | 
1 Oct. 7, 1886. | 


\ 341,000,000. 


| 
i 
i 
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| 
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| 


| 
| 
| 
| 


| Dec. 26, 1873. | 


} 712,000,000 
) April 4, 1879. 
‘ I, 173,000,000 
) Oct. 7, 1886, 
{ 1,443,000,000 


Lowest point 


touched. 


$403,000,000 
Jan. 1, 1866, 


475,000,000 
Jan. 1, 1866, 
213,000,000 
Jan. 1, 1866, 


291,000,000 
Oct. 7, 1886. 
501,000,000 
Oct. 8, 1870. 
500,000,000 


Jan. 1, 1866. 


ikeite « 1 Oct. 7, 1886, 


Nat’! bank notes... 





23,000,000 | | 28,000,000 
i Dec. 31, 1883. 
205,000,000 
Oct. 1, 1866, 
177,000,000 
July, 5, 1885. 


I 1,000,000 
Oct. 7, 1867. 
50,000,000 
Mar. 11, 1882. 
8,000,000 
Oct. 1, 1875. 


20,000,000 


Legal tender notes.. 187,000,000 63,000,000 


\ 

1 

19,000,000 156,000,000 | | 
( 

















An examination of this table shows that the aggregate capital, sur- 
lus, undivided profits, circulation and deposits have increased from 
i ccna in January, 1866, to $2,173,000,000 in October, 1886, 
which is less than double, while the loans and discounts have gone up 
from $500,000,000 to $1,443,000,000, which is nearly treble, showing how 
much more widely the banks are now identified with the general business 
of the country than they were twenty-one years ago. 

The investments in bonds have taken an opposite course. Amounting 
to $440,000,000 in 1866, increasing to $712,000,000 in April, 1879, 
they had subsided by 7th October last to $291,000,000, but little more 
than half what they were in 1866, and scarcely over a third of what they 
momentarily amounted to in 1879. 

The specie, which at the beginning of the period was but $19,000- 
000, had got down in October 1875, to $8,000,000, is now $156,000,000, 
and in July,1885, was $177,000,000. 

It is interesting to see how these changes appear when reduced to per- 
centages. 

The capital, surplus, undivided profits, circulation and deposits con- 
stitute together the fund upon which a bank does its business. 

Loans and discounts, United States bonds, specie, &c., are different 
forms in which this fund is invested. Taking the fund at $1,210,000,0G0 
in 1866, and at $2,173,000,000 in 1886, these investments represent the 
following proportions of these amounts, viz : 
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Another striking fact is that in 1866, the circulation was $213,000,000, 
and in 1886 it is only $228,000,000. At the former period, therefore, the 
circulation was nearly 45 per cent. of the capital, surplus and undivided 
profits, while now it is only about 29 per cent. 

There has been for some years more or less friction arising out of this 
mode of assessing and collecting taxes on National bank shares in some 
of the States. 

The subject has been frequently and fully treated by my predecessors. 
and therefore in renewing it I need say only that as Tienapiien obviously 
intended to protect the National banks from Giscriminative taxation, it 
would seem proper that force be given to this purpose by its more 
definite expression in the law. 

In consequence of different constructions placed by taxing officers 
upon the existing statute, litigation of a costly and more or less irritating 
character has arisen in States which together contain nearly one-half of 
all the National bank capital in the Union. 

In selecting the information presented in this report I have endeav- 
ored to exhibit the practical working of the present National currency 
and bank laws, and I have also had in view the importance of supply- 
ing material for a full understanding of the relations between the 
National banks and the general business of the country, in order to ex- 
plain the widely prevalent desire among business men for some legislation 
directed to the establishment of these banks upon a more permanent 
basis. 

The National banking system had its origin during the war, and it will 
always stand splendid in history as an example of financial skill success- 
ful under very difficult circumstances. 

The problem of 1863 was how to bring the banking capital of the 
country to the support of the Treasury, and it cannot be doubted that 
the banks then had it in their power to exact from the Government con- 
cessions far more valuable than those granted them. Even these mod- 
erate concessions have long since lost all the elements of monopoly, and 
the Act of June 20, 1874, actually took away $55,000,000 of circulation 
partly from banks organized during the war, in order to give the privi- 
lege of issuing that sum to banks in States that were cut off by the war 
from access to the National banking system ; a measure entitled to hon- 
orable consideration, because at that time those States were without 
sufficient political influence to exact a share in this valuable privilege, 
and the then existing banks were strong enough to have made a suc- 
cessful resistance if they had been selfishly inclined. 

The last vestige of monopoly was swept away by the Act of January 
14, 1875, which created a free banking sytem throughout the United 
States, and, supplemented by the Act of July 12, 1882, brought its bene- 
fits within the reach cf even small communities. 

Under the sanction of these laws the National banks have become 
numerous, widely distributed and intimately identified with the varied 
industries by which our entire population literally obtain their daily 
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bread, but during the same time the rapid reduction of the funded debt 
of the Government has been introducing into the very basis of the sys- 
tem an element of instability which now hampers its extension, impairs 
its usefulness, and even threatens its continued existence, while there 
are still great areas of our country in which the natural resources are 
awaiting developments by just such means as these banks might be 
made to supply. 

The present financial prospects of the country induce the expectation 
that the funded debt will be paid off as fast as the bonds mature, and, 
in consequence, a question has arisen as to what changes should be 
made in the National bank system in order that it shall not suffer dete- 
rioration or destruction upon the withdrawal of the support upon which 
it is based by the present laws, which require every bank before begin- 
ning business to deposit a certain amount in United States bonds. 

The payment of the 3 per cent. bonds, the maturity in 1891 of the 4% 
per cent. bonds, amounting to $250,000,000, and in 1907 of the 4 per 
cent. bonds, amounting to nearly $738,000,000, have combined to pro- 
duce a prospective scarcity in the securities available to the banks as a 
basis for their corporate existence, and this is reflected in the advance of 
these bonds to a premium so high that every day their enforced pur- 
chase becomes more and more onerous. 

Banks now holding only 3 per cent. bonds, and newly organized 
National banking associations, are forced into the market as purchasers 
of the 4 per cent. or the 4% per cent. bonds, and this constant demand, 
in connection with the prospective scarcity already referred to, sustains 
and tends still further to elevate the premium on these bonds. 

As the time approaches for the payment of the 4% per cent. bonds, it 
is reasonable to expect a still greater demand for the 4 per cents., and it 
is a question of serious importance whether the banks can afford to hold 
or to buy 4 per cent. bonds after 1891. 

In the present age all business men try to anticipate future conditions 
and to provide well in advance against foreseen contingencies; hence it 
is to be expected that the banks will not wait until the approach of 
1894 to shape their policy with reference to the continued holding of 
high-priced bonds. For this reason it is not too early now to consider 
what legislation may be proper to remove this element of future uncer- 
tainty from the National banking system, and looking to the possible 
consideration of this subject by Congress, I respectfully submit the fol- 
lowing statement of the question as it appears from the point of view 
officially occupied by the Comptroller of the Currency. 

The fundamental postulates underlying every banking system estab- 
lished by law, whatever may be its form, must necessarily be: 

First. That banks promote the general welfare of the community ; and 

Secondly. That the particular system established by law is the best 
obtainable under the conditions prevailing at the time and place. 

These postulates, therefore underlie our National banking laws. 

The first postulate will not be questioned, since no people in modern 
times have ever risen to civilization, or maintained their civilization 
without banks; and least of all can it be questioned in this country 
where, besides 2,868 National banks now in operation, we have over 
5,000 State banks, savings banks, and private banks and bankers, whose 
operations extend into the minutest ramifications of the employments 
and resources of our 60,000,000 of population. 

The second postulate involves the question whether the present 
National bank system should be preserved, and if so, whether it is good 
enough as it is or whether it can be improved. 

The National Currency Act of February 12, 1863, was controlled as to 
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its purposes by the paramount necessity of inducing the banks and 
other capitalists to become purchasers of Government bonds under con- 
ditions that would give a basis of solid value to the currency then being 
paid out in immense volume under the pressure of military exigencies, 
hence the consolidation of these banks into a National banking system 
adapted to commercial and industrial needs appears only as a subordi- 
nate incident in the general scheme. As early, however, as the year 
1864, it was perceived that the general welfare of the people would 
be prompted by giving greater cohesiveness and method to the systems 
regarded more especially in its banking than in its currency features, 
and from that time to this the effort of legislation has been to subordi- 
nate the issuing of currency to the more important functions performed 
by the banks as institutions of discount and deposit. The effect of this 
legislation and its wisdom are exemplified in the present high credit and 
the consequent wide commercial usages of National banks. 

If the system could be preserved as purely one of deposit and dis- 
count, there would probably arise an almost universal sentiment in favor 
of bestowing upon its preservation immediate and careful attention, but 
it is doubtful whethet the banks would find sufficient inducement to re- 
main in the system without enjoying some privileges as to the issue of 
currency, and it has been questioned whether there is power under the 
Constitution for the charter of National banks, except as instrumentali- 
ties for a money circulation. 

It follows, therefore, that any legislation directed to the improvement 
and permanent establishment of the National banking system must in- 
clude some provision for the maintenance of a National bank circulation, 
while on the other hand it appears that whatever opposition exists to 
the National banks attaches to them mainly as banks of issue, and 
under our system of government nothing can be regarded as perma- 
nently established until it has obtained the support of a well-settled 
public opinion. Hence it is evident that the problem now to be solved 
is how to remodel the currency features of the National bank system so 
as to obtain popular approval of them. 

Objections to the present National bank currency appear to be com- 
prised within three classes, namely : 

1. General objection to paper money in any form. 

2. An objection to National bank notes based upon the assumption 
that they take the place of an equal amount of paper money that might 
be issued directly upon the credit of the Government. 

3. The objection that a currency determined in volume by a definite 
percentage upon deposited securities of high value can never possess 
the flexibility and elasticity of volume which are the chief commercial 
advantages of a bank currency in any form. 

Against these objections it has been answered— 

1, That the question as to having paper money at all is not at present 
a practical one, because it is evident that our people will have paper 
money in one form or another, and that of all forms of paper money of 
which we have had any experience, the present National bank currency 
is the least objectionable, even to those who think that all such money 
should be avoided. 

2. That while a bank currency based on Government bonds and re- 
deemable in greenbacks may be considered as a kind of Government 
money on which the banks are getting the profit, yet without this privi- 
lege, or some other equivalent to it, the National bank system could 
never have been established, nor can it now be maintained, and that this 
is the cheapest price at which the people or the Government could have 
got any banking system so good in all respects and so valuable as this 
has proved to be. 
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Another argument is that the Government must pay interest upon 
its bonds whether these are held by the banks or not, hence the profit 
to the banks on these bonds has been obtained without charge on the 
Treasury ; while, on the other hand, if the banks had not been offered 
sufficient inducement to invest in these bonds, many more of them 
would have gone abroad at low prices, and the country as a whole would 
now be so much the worse off. 

3. That the want of flexibility in the currency and of elasticity of vol- 
ume are consequences arising from the scarcity of bonds and the high 
prices to which they have risen, and that this could not have been 
foreseen nor provided against in the original acts, but may now be 
remedied by proper legislation. 

These objections and the answers to them are stated without comment. 
They are gathered from current discussion in the press, and seem worthy 
of consideration. 

Some suggestions have been made to me as to new legislation on the 
subject, which, together with such conclusions as I have been able to 
reach, are subject to whatever disposition Congress may be pleased to 


order. 





PROGRESSIVE TAXATION IN SWITZERLAND. 


Under a law passed this autumn the principle of graduated taxation 
will, on the Ist of January next, come into force in Vaud, the Canton 
which, in point of population and wealth, ranks third in the Swiss Con- 
federation. It is remarkable that a country like Switzerland, where 
greater equality of wealth and other conditions prevails than in most 
European States, should be the first to adopt a principle which seems to 
be needed much more in countries like England or France, where in- 
equalities of fortune are dangerously great. Progressive taxation already 
prevails in ten of the Swiss Cantons, containing near half the population 
of the entire Confederation. It cannot, therefore, be considered an ex- 
periment in Vaud, which is only following the example of her sister 
States, and has legislated by the light of their experience. 

The English Foreign Office has just issued a Blue Book containing re- 
ports of its representatives in France, Germany and the United States 
on the taxation of personal property in those countries. But it would 
have been more profitable to have had a similar report of taxation in 
Switzerland, and particularly on the working of the impot progressif so 
far as it has been adopted. The new Vaudois law divides real property in- 
to three classes, which are to be taxed in the following proportions: I per 
1,000 for estates under $5,000 capital value, 14 per 1,000 between $5,000 
and $20,000, and 2 per 1,000 for estates exceeding $20,000 in value. Per- 
sonal property is divided into seven classes, the lowest class being under 
$5,000, the highest exceeding $160,000 capital value. The rates of taxa- 
tion on these classes are to be in the proportion of I, 1%, 2, 2%, 3, 3%, 
and 4 per 1,000. Incomes from earnings are also divided into seven 
classes, but, in arriving at the net amount to be taxed, a deduction of $80 
is allowed for each person legally dependent on the head of the family 
for his support. The result of this is, that while a bachelor earning $1,000 
a year would pay a tax of $15, a married man with the same income and 
ten children would pay but 50 cents, and if he had twelve children noth- 
ing. The Vaudois law was carried by overwhelming majorities when 
submitted, as was necessary, to a “referendum ” vote of the whole peo- 
ple, and at every subsequent stage of its progress. 
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Taxation is comparatively an easy matter in acountry like Switzerland, 
where the head of almost every family is a landowner, In England and 
Ireland, where it may be said of the mass of people that “ they haven’t a 
sod of ground but the sky overhead, and live from hand to mouth, like 
birds in the air,” the people generally can be reached for revenue pur- 
poses only by indirect taxes. The result of this is a very decided grad- 
uation of the burden of taxation in the wrong direction. The taxes 
being levied on articles of general consumption, which are not used in 
greater quantities by the rich than by the poor, the latter contribute a 
much larger share of their incomes to the revenue than the former do. 

It is estimated that a laborer’s contribution to the revenue in England 
is from 1-6 to 1-12 of his earnings; whilea man with an income of £1,000 a 
year, and the income tax standing at 8 pence, would not pay more than I-20, 
and those with larger incomes avery much smaller proportion. Cus- 
toms duties being levied in England by weight and not ad valorem, it also 
falls out that the consumers oft cheap tea, tobacco, and spirits pay 200 to 
300 per cent. more duty than is paid on the finer qualities of these mat- 
ters. The establishment of equality of taxation would involve an entire 
recasting of the fiscal system of the United Kingdom, and if the princi- 
nle of “ equality of sacrifice,” the exemption of necessaries, and the tax- 
ation of superfluities be aimed at, a very steep gradient of taxation 
would be applied to the larger fortunes in England. The people in 
England are scarcely aware of the fiscal oppression to which they are 
subjected. The subject is, however, a coming one, and hints are likely 
to be taken from the recent legislation in Switzerland on this matter. 

In protectionist countries like the United States, where indirect taxes 
are esteemed beneficial, even apart from the revenue they yield, and 
where the burning question is how to reduce the surplus in the National 
Treasury so as not to hurt anybody, any income tax either progressive 
or proportional, will be merely a dream of doctrinairies so long as such 
fiscal notions prevail. An income tax for State and local purposes 
would be impracticable here, on account of the ease with which the 
payer might avoid it by removing from the State or city where it was 
enforced to one where a different system prevailed. It will be interest- 
ing to see what effect the progressive tax has on the owners of movable 
property in the Canton Vaud.—New York Eventing Post. 


ARBITRAGE SPECULATION IN LONDON. 


Visitors in London who are not familiar with its ways must observe a 
good many scenes which puzzle them. If they chance to be loitering 
about Bartholomew lane or Throgmorton street between three and four 
oclock in the afternoon, they may see telegraph boys racing along at a 
breakneck pace. They dash across the streets, shoot around corners 
like greased lightning—often into the unexpectant stomachs of elderly 
and unstable citizens—dodge past hansoms, and rush up stairs into de- 
mure looking offices in the most unceremonious fashion. As soon 
as they reach the door they shout “ Cable!” 

The afternoon cable race is one of the recent developments of Stock 
Exchange enterprise. It is carried on in the interest of the 
“arbitrageurs,” who buy and sell on the small margins of difference 
there may happen to be between the London and New York markets. 
Arbitrage is also practiced between London and the chief Continental 
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Bourses, but on a smaller scale and with less scientific methods. On 
the continent it is done largely between one Bourse and another ; in fact, 
it is of foreign origin, and foreigners take the lead in it even here. The 
market which offers the finest scope for it is American railways, the 
daily fluctuations in these stocks being active, and the deviations from 
parity between the New York and London prices being often consider- 
able. 

The New York Stock Exchange opens at ten o’clock, which in London 
means about three o'clock in the afternoon. From a quarter past three 
o’clock onward, the cables come pouring in. They have to be sent out 
from the cable offices to the offices of the arbitrage houses. There they 
have to be turned into sterling prices, and these compared with the 
London prices at the moment. Like a flash of lightning, the 
“ arbitrageur ” has to decide what he will buy and what he will sell. He 
rushes to the House, and has his business done for him by brokers as 
smart and as keen as himself. There he cables back to New York to 
“cover” his transactions, that is, to buy against what he has sold, or to 
sell against what he has bought. It may be also that his partner or 
agent in New York has entered into transactions which he must cover 
here if he can. The game is played simultaneously from both ends, and, 
like duplex telegraphy, there are generally two accounts of speculation 
crossing each other. Scores of buyings and sellings may be going on 
together, each of which carries a certain degree of risk; but the 
“ arbitrageur’s ” hope is to come out right on the general balance. He 
makes, his risks, so to speak, insure each other, and, so long as the dif- 
ferences are comparatively small, he stands a fair chance to come out 
well. The “arbitrageurs” themselves say that it is the small profits 
they make the most by. A wide fluctuation in a stock, while a trans- 
action in it is being covered, is pretty sure to end badly. If it is against 
the “arbitrageurs,’ great judgment has to be exercised in deciding 
whether the loss should be cut at once, or the transaction kept open on 
the chance of its righting itself. 

In the first cable he opens he may see New York Central quoted at 
110%, the parity of which at the current rate of exchange would be 
113.43 in sterling. The London price at the moment may be 114%. If 
he can sell at 114% he has a fair chance of being able to cover at New 
York—that is, buy against the sale at the equivalent of 113% in sterling. 
Should the New York market remain as it opened till his cable arrives 
and his agent can execute the order, he will come out with a profit of % 
per cent., less commission and cost of cabling. But he takes the risk of 
the New York rising in the interval, in which case his agent has 
to cover at a loss or keep the transaction open, per contra. New York 
may have gone still weaker, and the covering purchase may be made so 
as to yield 1 per cent. or more. Having the first cable from Wall street of 
an afternoon is better than having a “ moral certainty’ for the Derby. 
‘The second cable is worth a good deal less, as the jobbers are quick 
enough to see how the wind blows from the west. If the “arbitrageurs” 
are buying they put up prices, and if they are selling they put them 
down. It is only the early bird tnat catches the arbitrage worm, and 
the late birds are more likely to be caught themselves.—London Statzst. 
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CERTIFICATE OF DEPOSIT. 
SUPREME COURT OF INDIANA. 
Lang v. Straus. 


The law is a factor in all contracts, and what the law implies is as much a part of 

the contract as the words written therein. 

Parol evidence is not admissible to vary the legal obligation of a contract implied 

from the language employed by the parties. 

A certificate of deposit contains, by implication of law, a promise to repay the 
depositor his money, and is a written contract for the payment of money. 

ELLIOTT, J. The instrument declared on is a contract. It is a 

written contract. It cannot be contradicted or varied by parol evidence. 
The law enters into it as a silent factor, and the obligation implied by 
law from the language employed is as much part of the contract as 
though what the law implies had been fully expressed in words. Where 
there is an express contract, there can be no implied one. An express 
written contract contains the only competent evidence of the agreement 
of the parties. There is here an express written contract, and therefore 
there is no implied one. But this written contract is to be given legal 
effect, and to give it effect the courts must consider it as embodying all 
the legal obligations implied from its language. These obligations, we 
repeat, are part of the written contract. ‘The law imported into the con- 
tract does not create an independent agreement, but makes the instru- 
ment express the full agreement of the parties. All the words found in 
a contract are to have a meaning attributed to them, and are not to be 
thrust aside. We cannot, therefore, disregard the words, found in the 
contract before us,“ on deposit, in National currency.” We know that 
the words “ National currency”’ denote money, and we know, therefore, 
that those words, taken in connection with the words “on deposit,” 
mean that the appellees had received a deposit in money from the appel- 
lant’s testator. Phelps v. Town, 14 Mich. 373. We know, also, that the 
law, as a factor, is an essential part of the contract, and it seems very 
plain to us that the express agreement of the parties, considered in con- 
junction with this factor, imports a contract to repay the deposit on 
demand. Suppose the appellees to have attempted to show by parol that 
they were not to repay this money, would not the attempt be defeated 
by the proposition that such a contract cannot be varied by parol evi- 
dence? Of this there can be nodoubt. 77sloe v. Graeter,1 Blackf. 353; 
Hull v. Butler, 7 Ind. 267, Jones v. Clark, 9 Ind. 341; Przbble v. Kent, 
10 Ind. 325, vzde page 328; Henry v. Henry, 11 Ind. 236; McKernan v. 
Mayhew, 21 Ind. 291; Foulks v. Falls, 91 Ind. 315. 

All contracts have imported into them legal principles, which can no 
more be varied by parol evidence than the strongest and clearest express 
stipulations. We have already given one example, that of the days of 
grace added by force of law to a promissory note. A more striking 
example, perhaps, is that supplied by the contract of indorsement, for, in 
such cases, although not a word more than the name of the indorser is 
written, the contract which the law implies cannot be varied by parol. 
The authorities all agree that the regular indorsement of a promissory 
note is as perfect a contract as though the liability which the law implies 
were written out in full. Smythe v. Scott, 6 N. E. Rep. 145 (November 
term.) In contracts under seal, as deeds, leases, and the like, cove- 
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nants are ingrafted into the agreement of the parties by operation of 
law; and, indeed, into every conceivable contract the law enters as an 
essential element. 

Into the contract before us the law enters, and makes it an agreement 
to repay the money received on deposit. As the contract is a written 
one, not subject to variation by parol evidence, the agreement to repay 
the money must exist in it, or not exist at all, and surely no just man 
would assert that one who receives money on deposit, and so states in a 
written contract, does not undertake to repay it. If he undertakes at 
all, he does so by his written contract, for there is and there can be no 
other contract, as all oral negotiations and stipulations are merged in the 
writing. That, and that alone, expresses the agreement of the parties. 
Oiler v. Gard, 23 Ind. 212; Crzncénnatz, etc., R. Co. v. Pearce, 28 Ind. 502, 
vide page 506. The law implies a promise to pay the depositor his 
money, and where there is a written contract the law conducts this im- 
plied promise into the contract as one of its elements, so that the entire 
contract is a written one. Where there is an effective written contract, 
there can be no verbal one. Soard of Com'rs v. Shipley, 77 Ind. 553; 
Pulse v. Miller, 81 Ind. 191. As there is here a written contract into 
which the law imports a promise to pay, the statute of limitations 
governing written contracts to pay money is the only one that ap- 
plies. We thus find that, reasoning on elementary principles, the 
conclusion must be that the contract is a written one for the payment 
of money. 

Our conclusion reaches further than that there is an implied promise 
to pay the depositor his money, for it goes to the extent of affirming that 
this promise is created by law as an element of the contract, and as such 
enters into and forms part of the written agreement. We do not regard 
the promise as an independent one, existing outside of the written con- 
tract, but as a promise forming one of the terms of the contract. In 
short, we look upon it as a part of the contract, put there by law, for the 
parties are presumed to have contracted with reference tothe law. The 
principle on which we proceed is thus stated by Mr. Bishop: ‘ What is 
implied in an express contract is as much part of it as what is ex- 
pressed.” Bish. Cont. §121. On this subject the Supreme Court of 
the United States said: “‘ Undoubtedly, necessary implication is as much 
part of an instrument as if that which was so implied was plainly 
expressed.” Hudson Canal Co. v. Pennsylvania Coal Co., 8 Wall. 276, 
vide page 288. 

We maintained in our former opinion, as we maintain here, that the 
law implies a promise to pay back to the depositor his money, and that, 
where there is a written contract stipulating that money has been 
received on deposit, that promise is an essential part of the written con- 
tract itself. It is a promise in the written instrument, and not outside 
of it. “The acknowledgment of indebtedness on its face implies a 
promise to pay the plaintiff,” said the Court in Azméal/v. Huntington, 10 
Wend. 675. So we say here, an acknowledgment that the money was 
received on deposit implies a promise to pay it to the depositor, and we 
hold, as was held in the case cited, that this promise is implied by law as 
an obligation arising from the language of the contract, thus forming 
one of its terms. As there is an express contract, and as the promise 
forms part of the contract, it is a contract for the payment of money, 
or else it is no contract at all. Once it is granted that the promise 
to pay back the depositor his money is created by law, then it fol- 
lows, with absolute logical certainty, that the promise is as much part 
of the written instrument as though it were written therein in express 


words. 
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The authorities which bear most directly upon the question lead to 
the conclusion at which we have arrived. We find an able Court 
saying: “ Money on deposit means, ex vz ¢terminz, money placed where 
the owner can command it at any time.” Curtzs v. Leavitt, 15 N. Y.9, 
vide page 265. In giving effect to an instrument similar in all 
material respects to the one before us, that Court in a very recent 
case said: 

“ Being a deposit, a demand of the money was essential to a cause of 
action, unless there was a wrongful conversion or loss by some gross 
negligence on the part of the depositary. The distinction between a 
deposit and a loan is considered in Payne v. Gardiner, 29 N. Y. 146, and 
within the rule there laid down the instrument in question was a 
certificate of deposit.” Smz/ey v. Fry, 100 N. Y. 262; S. C. 3 N. E. 
Rep. 186. 

We referred to Smz/ey v. Fry as declaring such an instrument to be in 
the nature of a certificate of deposit, and in this we are, as the quota- 
tion we have made shows, sustained by the latest expression upon the 
question. At another place in the opinion from which we have quoted, 
it is said: “ As the instrument in question’ was not a promissory note, 
but a certificate of deposit, the defense of the statute of limitations inter- 
posed by the defendant was not available.” It is perhaps true that the 
decision in Hotchkiss v. Mosher, 48 N. Y. 478, is in conflict with the views 
we have expressed ; for it holds, as we understand it, that a certificate of 
deposit may be contradicted by parol evidence. As the Court says: 
“We are of the opinion that parol evidence was admissible to explain the 
certificate in the same manner as in the case of a receipt.” This ruling 
is in conflict with our own’ cases, and with the cases in New York and 
elsewhere, and cannot be accepted as the law. The case is not a well- 
considered one, for no authorities are cited in support of the conclusion 
announced. It is held by many Courts, including our own, that an order 
for property, accompanied by a direction to change its value to an owner, 
is a written contract containing the promise to pay its value. Garmizre 
v. State, 104 Ind. 444; S.C.4 N. E. Rep. 54; U.S. v. Book, 2 Cranch, 
C. C. 294; U.S. v. Brown, 3 Cranch, C. C. 268; State v. Morgan, 35 
La. Ann. 293; State v. Ferguson, Jd. 1042; Anderson v. State, 65 Ala. 
553; Burke v. State. 66 Ga. 157; Peete v. State, 2 Lea, 513; State v. Keeter, 
80 N. C. 472; People v. Shaw, 5 Johns. 236; Com. v. Fzsher, 17 Mass. 46. 
The principle which those cases declare is the same as that here in- 
volved, for the principle on which they proceed is that the law imports 
into the order a promise to pay; and that is true of such an instrument 
as the one now before us. 

In the case of White v. President, etc., 22 Pick. 181, the instrument 
read thus: 


“i. Franklin Bank tn Account with B. F. White. CY. 


“ February 10, 1837. To cash deposited, $2,000. 
‘The above deposit to remain until the tenth day of August. 
“B. F. BUNNELL, Cashier.” 


—and this was held to be a promise to pay money at a future day. 

In our original opinion we said that the instrument signed by the ap- 
pellees may not be “just what is known in the commercial world as a 
certificate of deposit, but it is nevertheless a contract in writing, evidenc- 
ing the receipt of money on deposit, to which all the legal incidents 
attach. It is by no means certain whether it is not a regular certificate 
of deposit. It is said by a late author, in speaking of certificates of 
deposit, that “ usually they embody an express promise in terms to pay; 
but, even if they do not, they are yet the bank’s acknowledgment of its 
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indebtedness, and so are nearly of the same effect as if they expressly 
promised payment, Substantially, therefore, they resemble promissory 
notes, and the Courts have always inclined to regard them as promis- 
sory notes; especially when they are made payable otherwise than 
immediately and upon demand, But this is not a necessafy feature. If 
they are payable at a future day certain, they are simply promissory 
notes, neither more nor less.” Morse, Banking, 63. 

Our cases, in accordance with the very great weight of authority, hold 
that a certificate of deposit, written in full and regular form, is a promis- 
sory note, and as such negotiable. Gregg v. Union Co. Bank, 87 Ind. 238; 
Brown v. McEtroy, 52 Ind. 404; National, etc., Bank v. Ringel, 51 Ind. 
393; Drake v. Markle, 21 Ind. 433. If the instrument we have under 
consideration had been written out in full, although payable on demand, 
it would be a promissory note, and it seems, under the principles we have 
stated, that it is a promissory note, and as such negotiable, for it is well 
settled that no precise form of words is necessary to constitute a promis- 
sory note, as any form that expresses a promise, although not in direct 
terms, will be sufficient. Thusa written statement that a designated sum 
is due a person named, or a certificate that a specified sum is due a 
person designated, or a mere general statement that a certain amount is 
due, is considered a promissory note, and yet in none of these instances is 
there an express promise to pay. Russell v. Whipple,2 Cow. 536; Franklin 
v. March, 6 N. H. 364; /Jacgues v. Warren, 31 Mo. 28; Cummings v. 
Freeman, 2 Humph. 145; Bel/ v. Brewer, 6 Ga. 587, vide page 589; Hussey 
v. Winslow, 59 Me. 170; Knight v. Connecticut, etc., Co., 44 Wis. 472; 
Fleming v. Burge, 6 Ala. 373; Draher v. Schretber, 15 Mo. 602; Marrigan 
v. Page, 23 Tenn. 245. 

There are two well-considered cases applying the principle declared in 
these cases to certificates similar, in all essential respects, to the one here 
declared on: Lynch v. Goldsmith, 64 Ga. 42; Hart v. Life Ass'n, 54 Ala. 
495. Inthe case last cited the instrument read thus: 


“This certifies that the Life Association of the South has on depos’t 
with me the sum of $1,723.45, in currency. H. C. HART, 
“President and Treasurer Local Board of Trustees.” 


Whether the instrument declared on is or is not negotiable is not here 
an important question, and we need not and do not decide it, for all 
that the record requires us to decide is that it is a contract, a written 
contract, and a contract for the payment of money. The character of 
the instrument, as to negotiability, does not affect the question before 
us; for, as Mr. Morse says, “a certificate of deposit may or may not be 
made negotiable.” Morse, Banking, 65. 

The authorities we have cited sustain our decision, and it rests on the 
elementary principle we have expressed in language borrowed from Mr. 
Bishop. Indeed, we do no more than apply to the contract before us 
the rule declared in Foulks v. Falls, supra, where it was said: 

“This agreement being implied by the law as a part of the writer’s 
contract, the averment of it in the complaint, or the proof of it by oral 
testimony, added nothing to the contract, or to the responsibility of the 
appellants.” 2 Pars. Cont. 54, 515. Rez//y v. Cavanaugh, 29 Ind. 435; 
Weeks, Attys. § 259; Walpole y. Carlisle, 32 Ind. 415; Skzllenv. Wallace, 
36 Ind. 319; Hellegass v. Bender, 78 Ind. 225; Falmouth, etc., Co. v. 
Shawhan, 5 N. E. Rep. 410. © 

If the appellees had inserted the words in this contract, “we promise 
to pay back the depositor his money,” it would not have added to the 
legal force and effect of their contract, for what the law implies is in it 
as it is written. Petition overruled. 
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COLLECTION OF DRAFT. 
CIRCUIT COURT, S. D. NEW YORK. 
St. Louis & S. F. Ry. Co. v. Johnston, Recetver. 


A., who for several years had kept an account with the Marine National Bank of 
New York, on May 5, 1884, deposited a sight draft, dated that day, and drawn by 
him on a corporation of Boston, Massachusetts, which was indebted to him in the 
amount of the draft. The bank was insolvent at the time, but the draft was for- 
warded to its collection agent at Boston, and paid May 7th, after the bank had 
failed and closed its doors. On several previous occasions A. had deposited similar 
drafts, and been credited therewith as cash, and they were treated by him as cash 
deposits. On the occasion in question the bank credited plaintiff with the draft as 
acash item. //e/d, that the draft was not the property of A. when paid by the 
drawee, and that he was not entitled to recover the amount thereof from the 
receiver. 

When a sight bill is credited by a bank toa customer asa cash item, with the lat- 
ter’s assent, the transaction is equivalent to a discount of the bill by the bank. 


WALLACE, J. The proofs show that for several years prior to the 
fifth day of May, 1884, the plaintiff kept an account with the Marine 
National Bank of the City of New York, making deposits with and 
drawing checks upon the bank from time totime. On the fifth day of 
May, 1884, the plaintiff deposited with the bank a sight draft for $17,- 
835, dated that day, and drawn by the plaintiff upon the treasurer of the 
Atchison, Topeka & Santa Fe Railroad Company, of Boston, Massachu- 
setts, which company was indebted to the plaintiff in the amount of the 
draft. The bank was insolvent at the time; but forwarded the draft to 
its collecting agent at Boston, and the amount was paid to such agent 
by the drawee on the seventh day of May, after the bank had failed and 
closed its doors. On several occasions during the time the plaintiff 
kept an account with the bank the plaintiff deposited similar paper at 
the same time with money, and the bank credited the plaintiff upon its 
books, and also upon the pass-book of the plaintiff, with the amount of 
such paper as a cash item. The plaintiff also entered the amount of 
such drafts in a memorandum of deposits kept in its check book among 
cash items. The plaintiff has never drawn against the credits given for 
sight drafts, but never had occasion to do so. There was no express 
arrangement or understanding between the plaintiff and the bank that 
such deposits should be treated as cash. When the draft in suit was de- 
posited it was sent to the bank by a messenger boy, but the plaintiff's 
pass-book was not sent, having previously been left with the bank for 
the purpose of being written up. The amount of the draft was credited 
by the bank on its own books to the plaintiff as a cash item, but it was 
not entered in the pass-book of the plaintiff until after the failure of the 
bank, and then without the plaintiff's knowledge. The defendant, who 
is the receiver of the bank, had notice of the plaintiff’ s rights before the 
proceeds of the draft were paid over to him by the collecting agent at 
Boston. 

Inasmuch as the proceeds of the draft had not become commingled 
with the other moneys of the bank when the defendant took possession 
of its assets, but were capable of identification, the plaintiff is entitled, if 
they are its property, to follow them into the hands of the receiver and 
regain them. ///nots Trust & Sav. Bank v. Smith, 21 Blatchf., 275; S. 
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C.,15 Fed. Rep., 858. The question, therefore, is whether the draft 
belonged to the plaintiff at the time it was paid by the drawee. If it did, 
the defendant did not acquire title to the money. If the transaction in 
controversy was equivalent to a discount of the draft, the bank acquired 
title to the paper ; if it was not, the bank merely became the agent of the 
plaintiff to collect the proceeds. 

The case of Metropolitan Nat. Bank v. Loyd, 90 N. Y,, 531, (affirming 
the same case in the Supreme Court, reported in 25 Hun., Io1,) is an 
authority directly in point against the plaintiff’s right to recover. In 
that case the plaintiff deposited with the bank a check drawn upon 
another bank in a different city, indorsed by him, and the amount of 
the check was entered by the bank upon the pass-book of the depositor 
as cash, with the depositor’s knowledge. It was held that the bank be- 
came the owner of the check. The opinions delivered in this case, both 
in the Court of Appeals and in'the Supreme Court, are a full and able 
discussion of the questions involved,and contain a full review of the 
authorities bearing upon them. On the other hand, the case of Lalbach 
v. Frelinghuysen, 15 Fed. Rep., 675, decided by the Circuit Court of the 
District of New Jersey, follows the views expressed in Morse on Banks 
and Banking (page 427), and holds that the checks so deposited do not 
become the property of the bank, although by the course of business 
between the depositor and the bank the depositor has been allowed to 
draw against the deposits before the paper has been actually collected: 

Upon principle, there is no reason why, if the parties choose to treat 
the deposit of such a paper as a deposit of cash, the transaction should 
not be deemed equivalent to a discount of the paper by the bank. 
Sight bills, drawn by one corporation upon another of prominent finan- 
cial standing, like the interest coupons of such corporations, or like 
certified checks upon banks, are generally accepted in commercial usage 
as the equivalents of money. They have practically the same attributes 
as bills issued by banking corporations, which are merely promises to 
pay at sight, and are everywhere accepted as money, in the absence of 
special circumstances affecting the financial standing of the corporation 
issuing them. Where bank bills are credited at their face to their de- 
positor, and are treated by the depositary as a deposit of money, the 
bank receiving them becomes a debtor to the depositor for the face 
amount, although the currency may at the time be depreciated. 
Marine Bank v. Fulton Bank, 2 Wall., 252. 

When a sight bill is deposited with a bank by a customer at the same 
time with money or currency, and a credit is given him by the bank for 
the paper just as a like credit is given for the rest of the deposit, the act 
evinces unequivocally the intention of the bank to treat the bill and the 
money or currency, without discrimination, as a deposit of cash, and to 
assume towards the depositor the relation of a debtor instead of a 
bailee of the paper. Ifthe customer assents to such action on the part 
of the bank by drawing checks against the credit, or in any other way, 
he manifests with equal clearness his intention to be treated as a deposi- 
tor of money, and, as such, as a creditor of the bank instead of a bailor 
of the paper. Under such circumstances it should be held that the bank 
acquires title to the paper just as it would to a deposit of money. The 
intention of the parties in the particular transaction may be ascertained 
from the course of their previous dealings. When it appears that it has 
been the uniform practice between the parties in their past dealings 
to treat deposits of paper as deposits of cash, their intention to do so in 
the particular transaction should be inferred, in the absence of new and 
inconsistent circumstances. 

It is quite certain that bankers do not invariably credit their customers 
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for sight paper as for cash, but are generally influenced by the financial 
responsibility of the customer, or the drawee of the paper, or both. Ifa 
bank does not wish to assume the relation of the debtor for the paper to 
the depositor, this intention may be manifested in avery explicit manner 
by crediting the paper as paper. This was done in 7hompson v. Giles, 2 
Barn. & C,, 422, inthe Case of Rowton, 1 Rose, 15,andin the Case of Sar- 
geant, Id. 153. Some signiticance must be attached to a credit entry of 
the bill upon the books of the bank as cash, and the natural implication 
would seem to be that the bank, by making such an entry, assumes to re- 
ceive the bill as money. Correlatively, if the depositor understands 
that the bank proposes to receive the paper as money, 
and assents, expressly or by acquiescence, it would seem that 
he consents to part with the title to the paper. For these 
reasons the conclusions reached in Metropolitan National Bank v. 
Loyd are adopted as satisfactory. The authorities bearing upon the gen- 
eral questions are so fully cited and discussed in the opinions in that 
_— that it is deemed unnecessary for present purposes to refer to 
them. 

Although the plaintiff had never drawn against the credit for bills 
given by the bank, it appears that its balance was so large that there 
was never any necessity for it to do so. There is no room to doubt that 
its checks would have been honored if they had been drawn. The case 
is therefore to be considered as one where the course of business be- 
tween the parties implied the understanding of both that sight bills 
should be treated in their account as cash. 

It is insisted for the plaintiff that the bank did not acquire title to the 
draft because it was insolvent, and this fact was known to its officers 
when the draft was delivered to it by the plaintiff. The case cannot be 
considered upon this theory, because there is no allegation in the bill 
that the officers of the bank entertained any fraudulent intention towards 
the plaintiff in receiving the paper, and the bill does not proceed upon 
such a theory. If the officers of the bank supposed the institution 
would be able to maintain its credit, and thus surmount its difficulties, 
they were under no legal duty to the plaintiff to disclose the state of its 
affairs. Silence with regard toa material fact, which there is no legal 
duty to divulge, will not vitiate a contract, although it eventually oper- 
ates to the injury of the party from whom the fact is concealed. It is 
well settled that fraud cannot be imputed to a party who contracts an 
obligation knowing himself to be insolvent merely because he omits to 
disclose the fact to the other contracting party. Redington v. Roberts, 
25 Vt., 686; Patton v. Campbell, 70 Ill., 72; Smzth v. Smith, 21 Pa. St., 
367; Nichols v. Pinner, 18 N.Y., 295; A/twood v. Small, 6 Clark & F,, 232. 

If the bill were properly framed to present the question of fraud, the 
facts disclosed in the proofs might justify the conclusion that the affairs 
of the bank were so hopeless, and presumably known to be so to its officers, 
as to preclude the existence of an honest expectation on their part to re- 
pay the plaintiff's deposit ; but the rule is inflexible that the decree must 
be secundum allegata. 

A decree is directed dismissing the bill. 
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ECONOMIC NOTES. 


THE CHINESE INDUSTRIAL GUILDS. 


Our Consul at Canton, in a recent communication to the State De- 
partment, writes as follows with reference to the Chinese Guilds: 
“The thoroughness of the organizations of the Chinese guilds, and 
their resources, efficiency and promptness of action in any emergency 
were manifested during the efforts to gather and send relief to the dis- 
tressed people of the inundated districts of Southern China in July, 1885.. 
These guilds extend through and embrace every branch of commerce 
and every department of industry, and are maintained and conducted 
without any clatter or friction. The powers which guide their opera- 
tions are invisible and silent, but when the occasion calls for prompt and 
decisive action, all the wheels in the machinery of the guild concern stop 
or move as if an electric touch of some controlling force had simulta- 
neously communicated to every member of the guild an edict which is re- 
ceived and obeyed with utmost obedience, as if each one’s existence de- 
pended upon the combined action of all. Differences growing out of 
business transactions are adjusted by the arbitration or ruling of the 
guild to which its members belong, and resistance against the demands 
of outsiders is made effective (if a reasonable basis exists for resistance) 
by the individual who is assailed handing his case over to the guild of 
which he is a member, and acting under the advice of the chosen rulers 
of the guild. The mandarins find it difficult sometimes to dictate harsh 
terms against the guild combination, for it is no easy matter to force 
them to do what they disapprove. Any expense or loss sustained by 
any member of a trade guild in resisting what he deems an unjust de- 
mand is defrayed out of the treasury of that guild, if he obeys the rules 
of the guild, and makes no movement or settlement without the sanc- 
tion of those in control of the guild. Guilds, therefore, become formid- 
able and necessary organizations in a country where the law is the caprice 
of mandarins, and where the individual would be powerless if compelled 
to guard his interests. Foreign merchants in China, with millions of 
dollars of capital at their command, and fleets of ships in waiting for 
cargoes of Chinese products destined to European and American mar- 
kets, have never yet been able to fix the price of these Chinese products, 
but have ever and always been compelled to submit to the prices and 
terms of the tea guilds and silk guilds and junk guilds and other guilds, 
and do their business in China through native compradores, and comply 
with China arrangements generally ; and all because of the inability of 
foreign merchants and capitalists to cope with or override or break down 
the influence of the trade and other guilds of China. Such has been the 
experience of all engaged in commerce in China for the past century. 
The largest and wealthiest banking institutions established by European 
capitalists in China and along the Chinese coast are not able to dispense 
with Chinese compradores, through whose hands all money must pass, 
notwithstanding an abundance of foreign clerks are at hand.” 


INTERNAL REVENUE. 


The total receipts from all sources of internal revenue taxation for the 
last fiscal year were $116,902,869.44, as compared with $112,421,121.07 for 
the year 1885, $121.590,039.83 for the year 1884, $144,553,344.86 for the 
year 1883, and $146,523,273.72 for the year 1882. The receipts for the 
current year are estimated at $118,000,000. Although the uncertain re- 
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sults of the new Oleomargarine law make it impossible to estimate on 
any definite basis. For the first three months of the current fiscal year 
the receipts have exceeded those of the corresponding period last year 
by $233,440. The cost of collection was reduced from 39.10 per cent. of 
the revenue to 36.10 per cent. Increases in production over previous fis- 
cal year are recorded as follows: Manufactured tobacco, 10,798,286 
pounds ; cigars and cigarettes, 433,507,247 ; increase in export of tobacco, 
983,459 pounds ; cigars and cigarettes, 29,369,280. Spirits produced and 
deposited in distillery warehouses, 80,344,380 gallons, compared to 74,- 
915,363 gallons during 1885. Distilled spirits removed in bond forexport, 
5,646,656 gallons, compared to 10,671,118 gallons during 1885. Spirits in 
warehouse at the close of the year, 58,096,620 gallons, compared to 54,- 
724,916 gallons June 30, 1885. 


THE FINANCIAL SITUATION IN FRANCE. 


The Revue des Deux Mondes contains an elaborate article on the finan- 
cial situation in France, by M. Cucheval-Clarigny. It is the darkest pic- 
ture of the kind, says the London Standard, we have ever seen, and there 
is more to follow. Ever since M. Gambetta—in his dangerous devotion 
to the faith that if a Government is to be rooted inthe confidence of the 
people, it must lavishly spend—induced the Republican party to embark 
on a course of wild extravagance in public works, the finances of France 
have become increasingly involved. M. Clarigny accuses successive 
ministers of malversation and systematic deception. The great curse of 
the Treasury has been the Extraordinary Budget. All public works 
have been put in it. The sole means of meeting the outlay these works 
caused was borrowing, and loan followed loan fast. That brought aug- 
mented ordinary expenditure. Then, as deficits appeared, they were 
concealed by cooked budgets. Ordinary charges were thrown into the 
Extraordinary Budget and paid for out of loans, and device after device 
was resorted to to raise money. The Savings bank deposits were first 
appropriated, and then the Funded and the Floating Debt gradually 
grew until it stands at somewhere about £140,000,000—the largest debt 
of the kind, M. Clarigny says, that any nation ever bore up under. Capi- 
tal is being withdrawn from the trade of the country to keep the Gov- 
ernment afloat, and the occasional fundings of little bits of the Floating 
Debt but stave off, if they co stave off, the day of reckoning. As usual, 
free borrowing has been accompanied by criminal extravagance and reck- 
less disregard of honest finance, and now bankruptcy is staring the na- 
tion in the face. 


THE ANNUAL MINT REPORT. 


While the mints did more work than during the previous year, the ex- 
penses were less by $197,000. The gold deposits during the year aggre- 
gated $49,606,534, of which $32,456,493 was of domestic production. The 
silver deposited and purchased was $27,917,020, of which $32,454,644 was 
of domestic production. The coinage of gold aggregated $34.077,380 ; 
silver, $30.022,347. The seigniorage on the coinage of silver from July 
1, 1878, to July 1, 1886. amounted to $31,102,303. At the date of the pas- 
sage of the Coinage act of 1878, the London price of silver was 55d, and 
the intrinsic value of the silver dollar 93'4 cents. At no time since has 
the price been so high, and last year the decline was rapid, falling to the 
lowest price ever known. At the lowest point the silver dollar was worth 
71 2-10 cents. The Director adheres to his estimates of coin circulation 
inthe United States July 1, 1886, as follows: Gold, $548,320,031 ; silver, 
$308,784,223. The production of gold and silver in the world during the 
calendar year 1885 is estimated at—gold, $101,580,000 ; silver, at coinage 
value, nearly $125,000,000. The production of silver steadily increased. The 
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United States holds rank as the principal producer of precious metals, 
its production being about two-fifths of the world. The coinage of the 
world for the calendar year 1885 was—gold, $95,000,000; silver, $97,000,000, 
About 30 per cent. of the gold and Ito per cent. of the silver was prob- 
ably remelting of old coin and other material. The consumption of gold 
in the arts in the United States is estimated at about $3,500,000 per annum, 
and in the world at $57,000,000. The consumption of silverin the artsin the 
world annually is estimated at $20,000,000. The report embraces a col- 
lection of reports by our foreign representatives on the production, con- 
sumption and movement of the precious metals in the principal countries 
and the standard of value, coinage, accumulated stock, etc. Accom- 
panying tables show the ratio of silver to gold yearly since 1687 ; the 
price of silver since 1833; the domestic production of gold and silver 
since the establishment of the mint ;, the annual production of precious 
metals in the world since 1493, and the coinages of the principal nations. 
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WASHINGTON LETTER. 
WASHINGTON, December 31, 1886. 
To the Editor of the BANKER’S MAGAZINE: 


The probability of any reduction of the revenues during the present session 
of Congress, has been greatly lessened by the vote of the House on the 18th 
instant, against the consideration of the bill to revise the tariff reported by 
Mr. Morrison from the Ways and Means Committee. That committee might, 
if it saw fit, frame and introduce another bill on that subject which might 
command more support, but there is no expectation that it will do so. It 
is known that Mr. Morrison is personally opposed to any effort to prepare 
another bill, and it is hardly likely that the committee will overrule his views, 
even if they differ from his, which is, however, not believed to be the czse. 
And if any new bill does come from that committee, it will certainly be framed 
upon the same general principles as the one which the House has just refused 
to consider, and the objections to considering any general revision of the tariff 
will be stronger in January than they were in December, as the time to discuss 
it will be shortened. 

The Ways and Means Committee has in respect to revenue bills, what is 
called here ‘‘the right of way,” and may move at any time to consider them, 
and can carry a motion to that effect if they can obtain a majority vote. 
Coming from any other quarter, a revenue bill cannot be reached without 
a suspension of the rules, and to suspend them requires a _ two-thirds vote. 
There are members of the House, including some of good judgment and 
long experience, who believe that a two-thirds vote can be obtained to take up a 
bill to reduce the revenues to the extent of $50,000,000 by repealing the 
duties on tobacco and fruit brandy, with some minor changes in the tariff, 
such as taking off the duties on a few raw materials not produced in this 
country, and with possibly the removal of the excise on spirits used in the 
arts. But it is the generally prevailing belief that the necessary two-thirds 
vote cannot be mustered to take up any revenue bill. 

The difficulties in the way of disturbing the sugar duties at present, are 
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multiplying. To the old opposition of the cane growers of the Gulf States, 
there is now added that of the Western farmers, who insist that if sugar 
can be profitably produced from the beet in Europe, it certainly can be 
in this country. The hopes of those farmers that it can also be profitably 
produced from sorghum, have been much increased by recent experiments, 
which seem to prove that all the impediments in the way of extracting from 
sorghum the great amount of sugar which it undoubtedly contains, can be 
overcome by what is known as the diffusion process. Furthermore, public 
opinion upon the whole matter has been manifestly affected by the doubts 
of Senator Frye, expressed a few weeks ago to a newspaper interviewer, 
whether it may not be wiser to hold on to the sugar duties, until we can 
make their surrender a basis for obtaining from sugar growing countries the 
repeal or reduction of their duties upon merchandise shipped to them from 
this country. Just before Congress adjourned over the Christmas holidays, 
the reported views of Senator Frye were embodied in resolutions offered in 
the Senate by Mr. Aldricu, requesting the President to open negotiations 
with sugar growing countries, for the purpose of ascertaining what special 
commercial advantages they would be willing to concede to us by way of 
return for the repeal or reduction of the duties we now impose on sugar. 

It is the opinion of Mr. Manning, as shown by his acts since he resumed 
the control of the Treasury, that there is no surplus which can be, consistently 
with a secure preservation of the public credit, applied to the payment of 
bonds subject to call, except such as is currently accruing from an excess of 
revenue over expenditure. In fact, since his return to office, he has applied 
less than this currently accruing excess to the public debt. It must therefore 
be assumed as certain, that if the revenue is now reduced so as to be only 
equal to the expenditure, no more public debt will be paid, unless there is a 
change in his views as to the amount of cash which ought to be permanently 
held in the public vaults, in order to assure the credit and convertibility of the 
greenback and to provide for the general wants of the Treasury. Whatever 
opinions may be held by others, it is the opinion of the Secretary of the 
Treasury, who has the actual control of the situation, that there is no present 
unnecessary accumulation of treasury funds, and that the only thing to be dealt 
with is the currently accruing surplus. 

As the probability increases that the revenues will remain as they are until 
the meeting of the next Congress, it is natural that many plans should be 
suggested for disposing of the surplus which is expected to accrue hereafter. 

One of them is that originally proposed and advocated by Senator Jones of 
Nevada, and adopted very early by Mr. Knox, late Comptroller of the Currency, 
being in substance, to pay the holders of the 4 and 4% per cent. bonds, the 
amount necessary to induce them to accept bonds running the same length of 
time but on lower rates of interest, provided that the amount can be kept 
within such limits that the Treasury will obtain a fair rate of interest on what 
it pays to effect the exchange. Mr. Potter, of New York City, was a conspicu- 
ous advocate of this plan in recent Congresses. In the present Congress, it 
has already been proposed by Mr. Hewitt in the House, and by Mr. Aldrich 
in the Senate. Mr. Hewitt proposes to offer to substitute for the 4s and 4%s 
a 3 per cent. bond, but that meets with no support, inasmuch as a long 3 per 
cent. bond would be at a premium which would make it objectionable for 
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banking purposes. Senator Aldrich’s plan of a 2% per cent bond is plainly 
the better one. In the case of bonds exchanged for the 4s and running to 
1907, it might be even better to fix the rate of interest at 2 per cent. 

That part of Mr. Hewitt’s plan, which limits what the Treasury may pay 
for the exchange of bonds to such a sum, that the Government shall realize 
from the payment 3 per cent. annually, compounded quarterly, seems to be 
generally approved. It also seems to be generally believed, that exchanges 
on those terms will be voluntarily made by the holders of bonds on a scale 
which will considerably relieve the Treasury surplus. 

Another plan of relieving the Treasury, and which will also relieve the 
business and industries of the country from a lock-up of money in the 
public vaults, is a revival of a bill introduced into the last House by Mr. 
Dingley, of Maine, and which was then endorsed and recommended by the 
Committee on Banking and Currency, but was not reached for action when 
the term of the 48th Congress expired. That bill provided for the invest- 
ment in Government bonds, of the principal part of the money deposited in 
the Treasury for the redemption of National bank notes to be withdrawn 
from circulation. A substantially similar bill was presented in the present 
House, December 20, by Gen.. Warner, of Ohio, and referred to the Ways 
and Means Committee. It provides that 90 per cent. of the money deposited 
for bank note redemption at the date of the passage of the proposed law, and 
go per cent. of such money as may be deposited after the passage of the 
law, shall be used in the purchase in the market of such Government bonds 
as are not subject to call. The redemption of the withdrawn bank circula- 
tion is to be made out of any money in the Treasury not otherwise ap- 
propriated, but if there is no money which can be spared for that purpose, 
that the purchased bonds shall be sold to supply what may be lacking. 
When Mr. Dingley’s bill was pending, the lock-up of deposited money was 
only about one-half what it is now, so that the reason for action in the case 
has become much stronger than it was two years ago. 

The general objection to buying bonds not subject to call, is their high 
price, which makes the income on the money paid very small, hardly more 
than 2 per cent. per annum. But as the money deposited for bank note 
redemption is entirely idle and yields to the Treasury no interest at all, 
any income, however small, which can be obtained from using such money 
in the purchase of bonds, is pure gain, to say nothing of the other advan- 
tages of reducing the great hoards in the public vaults. 

It is admitted that there is danger that the present prices of bonds not 
subject to call will be extravagantly enhanced, if the Treasury appears in 
the market as a purchaser. Various precautions against that danger are pro- 
posed. One is to fix some maximum to the price to be paid, such as the 
average price for the month preceding the purchase. Another is, to impose 
it as a condition upon the National banks, if they obtain the privilege of 
reducing their holdings of bonds below the minimum now prescribed by law, 
to give the Treasury the option of buying the bonds which they withdraw 
at the average price of the preceding month. There is undoubtedly a strong 
disposition to pass some such measure as the D)ingley—Warner bill, if it can 
be guarded so as to protect the Treasury against unwarrantable exactions. 
The proposition to allow National banks to hold a merely nominal amount 
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of ‘bonds deposited for circulation, is widely supported, and no opposition 
shows itself as yet. The friends of the present National banking system 
favor it as a matter of course. It also receives support from those who 
have not been regarded as particularly friendly to the system. For example, 
Gen. Warner has included in the bill offered by him on the 20th of De- 
cember, a section permitting the existence of National banks with a deposit 
for note circulation of bonds only equal to one-twentieth (s1,) of their capital, 
and not requiring them, however large their capital may be, to deposit more 
than $20,000 of bonds. 





INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. INDORSEMENT OF CHECKS. 


John Smith draws his check on the Bb. bank making the same payable ‘‘ to the 
order of James Smart for deposit to credit of John Smith.”” The check is presented 
by a neighboring bank in its own place in the daily exchange of checks between 
the two banks, the check being indorsed ‘‘ James Smart.” Then follows two or 
three stamped indorsements of banks ‘‘ for deposit and collection ” through whose 
— the check passed before reaching the B. bank. 

Is it the duty of the B. bank to pay thecheck on the above indorsement, or 
maid it be justified in so doing ? 

2. Is it the duty of the bank presenting the check at the B. bank to protest the 
same in case payment of the check is refused for insufficient, or improper or irregu- 
lar indorsement, in order to protect itself ? 


REPLY.—1. In considering cases of this sort it should be remembered 
that a bank is under no liability to the check holder, and that the duty of 
honoring checks is one which it owes to its depositor alone. If payment of 
a check is refused, the question whether the refusal to pay was improper, 
is, so far as the drawee bank is concerned, one solely between itself and 
its depositor, and if it pays a check and seeks to charge the same to the 
account of its depositor, it is bound at its peril to show that the payment 
was proper. The check referred to in this inquiry is a very peculiar one. 
It is payable to the order of James Smart, but his right to collect the 
amount of it is limited by the direction contained in the check, that he 
shall deposit it in some bank to the credit of John Smith. Precisely what 
title to the check James Smart has, which he can transfer to a third per- 
son, is not entirely clear. See Murrow v. Stuart, 8 Moore Privy Council 
Cases, 267, 269. But it is at any rate certain, on the authorities, that no 
third person could get a good title to the check as against John Smith, by 
an endorsement from James Smart, except by showing that the proceeds 
of the check went to the credit of John Smith, and no bank could take it on 
deposit from James Smart, with a right to recover on it, without showing that 
the proceeds of the check were passed to the credit of John Smith. 7Zyveuttel v. 
Barandon, 8 Taunton, 100; Lioyd v. Sigourney, 8 Bingham, 525. The form of 
the check itself would give notice to every subsequent holder, including the 
B. bank (if it paid the check) that it was the duty of James Smart to 
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deposit the check to the credit of John Smith; and the title of every such 
holder would therefore depend upon the performance of this duty by James 
Smart. Under these circumstances, while the indorsement of ‘‘ James 
Smart,”” without more, would no doubt convey title to the check, pro- 
vided the check was in fact so deposited by him, it seems to us clear that 
the B. bank before it paid the check, would be entitled to be satisfied 
that this had been done, and would be justified, as between itself and its 
depositor, in requiring that it should appear from the form of James Smart's 
indorsement that the check had been so deposited. We think, therefore, 
that as a matter of correct banking practice, the B. bank would be justified 
in refusing to pay, under the circumstances stated, and that the drawer of 
the check would have no just ground in law to complain of the refusal. 

2. The proper course of the presenting bank is plain. It is an agent for 
collection, and its duties are solely to its correspondent. If payment of the 
check is refused because of an alleged defect in the indorsement of the 
check, it should give immediate notice of dishonor. And, while a formal 
protest is not legally necessary in the case of a check, according to the cus- 
tom of bankers, the presenting bank would be justified in protesting the 
check, as a convenient and usual method of preserving the evidence of the 
dishonor and notice to the parties liable, and would, of course, be entitled 
to charge the expense of the protest to its correspondent. 

The situation of the parties would then be this. If the check had not 
in fact been deposited to the credit of John Smith, no recovery could be 
had on it against the drawer. If it was, then the drawer must take it up 
with the costs of the protest added, and the expense and annoyance caused 
by the protest must be left to be settled between the drawer and James 


Smart where they properly belong. 





II. PRESENTMENT OF CHECKS, AS BETWEEN DRAWER AND PAYEE. 


On Tuesday, 16th inst., a depositor in the Q. bank of this place gave us his check 
for $5 (with other cash items) on the bank referred to, in payment of a collection. 
At close of business on 16th and 17th we only had $7.50 against them, and on the 
18th before four o’clock they failed, and we had not presented the checks. The 
maker of the $5 check now refuses to take it up because we carried it two days be- 
fore presenting. Should we be made to bear the loss ? 

REPLY. The law upon this point is well settled. It is stated in Daniel 
on Negotiable Instruments, § 1590, as follows: ‘‘ Where the payee to 
whom the check is delivered by the drawer, receives it in the same place 
where the bank on which it is drawn is located, he may preserve re- 
course against the drawer by presenting it for payment at any time before 
the close of banking hours on the next day, and if, in the meantime, the 
bank fails the loss will be the drawer’s.” This check having been received 
on the 16th should have been presented at latest before the close of bank- 
ing hours on the 17th, and after this time it was at the risk of the 
holder. The inquirer, therefore, must bear the loss. 
















































BANKING AND FINANCIAL ITEMS. 


BANKING AND FINANCIAL ITEMS. 





WE learn that the name of O. D. Baldwin, President of the Fourth National 
Bank of New York, is mentioned in Washington in connection with the possible 
vacancy in the Treasury Department from the retirement of Secretary Manning. 


Mr. V. P. SNYDER, Deputy Comptroller of the Currency, has been appointed 
Examiner of National Banks at the cities of New York, Brooklyn and Jersey City, 
in place of A. M. Scriba, who has heretofore held that office. 


BonpD DeEposits.—The anomalous requirements of law regarding the deposit of 
bonds by National banks are engaging the attention of Congress very promptly. 
Two bills bearing on this subject have been introduced, one by Mr. Adams, of 
Illinois, and one by Mr. Miller, of Texas. Neither of these, however, touches the 
point of real importance apart from the issue of notes. There is no occasion and 
no excuse for now requiring National banks without circulation to own United 
States bonds, or to deposit them with the Treasury except as security for Govern- 
ment funds in their hands. 


TEN MILLION CALL oF Bonps.—The Secretary of the Treasury has called the 
following three per cent. bonds for redemption at Washington on February, 1, 1887: 
$50, original No. 47 to original No. 48, both inclusive; $100, original No. 583 to 
original No. 609, both inclusive, and original No. 9,940, to original No. 9,969, 
both inclusive; $500, original No. 246 to original No. 266, both inclusive, and 
original No. 4,230 to original No. 4,234, both inclusive; $1,000, original No. 2,017, 
to original No. 2,175, both inclusive, and original No. 23,749 to original No. 23,777, 
both inclusive; $10,000, original No. 5,316 to original No. 6,325, both inclusive. 
Total, $10,000,000. 

Mr. HArtT’s BANK AccouNtT.—Between 1880 and 1884, Joshua Hart, manager 
of the Theatre Comique, in Harlem, as executor of his wife’s will, deposited about 
$107,000 with the Importers and Traders’ National Bank. From time to time he 
drew against his deposits. In 1884 he was informed by the bank that only $25.75 
stood to his credit, He insisted that he was entitled to about $3,000. Going 
through the canceled checks returned him by the bank, he found several that he 
declared were fofgeries. They were indorsed with the names of his brother-in-law, 
Henry J. De Saxe, and his sister, Mrs. Phoebe De Saxe, but those persons denied 
that they had seen them before they were canceled. It was found that the checks 
had been deposited by somebody with the Manhattan Savings Bank in the name of 
Mrs. De Saxe and then drawn against. Mrs. De Saxe denied that she 
had deposited them, and declared that her name on the signature book 
of the savings bank was not written by her. At the trial of the suit, brought 
by Manager Hart against the bank for the amount of the checks, all this com- 
plicated system of forgery and banking was testified to by him, his sister 
and brother-in-law. He said he could not determine who the forger was, but he 
might have been either one of his youthful nephews, a scapegrace, or a boy, now 
dead, whom he used to employ in the office of 77h when he was publisher of that 
journal, or a former editor of Zruth who was very skillful with the pen. The 
defense of the bank was that the checks were not forged. Several experts in hand- 
writing swore that the signatures rejected by Mr. and Mrs. De Saxe were really 
theirs. The bank’s counsel, Anthony J. Dyett, brought out the fact that at the 
time the checks were drawn financial troubles affected a sister of Mr. Hart and 
Mrs. De Saxe, and he argued that the peculiarities respecting their making and the 
opening of the account with the savings banks in Mrs. De Saxe’s name were inci- 
dental to a plan of her relatives to convey money to the embarrassed woman, so 
as to keep her creditors from clutching it. The trial of the controversy, before 
Judge Lawrence and a jury, in the Supreme Court, closed yesterday. After con- 
sidering the matter for fifteen minutes the jury took the side of the bank. They 
gave Manager Hart a verdict for the $25.75 which the bank admitted was due him. 
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REDEMPTION OF A BonD.—The First Comptroller of the Treasury has rendered 
a decision which will be of interest to holders of Government bonds. There has 
been presented for redemption a $50.5 per cent. bond, issued under the Act of 
March 3, 1864, which provides that bonds of that issue shall be payable forty years 
after date, with an option to Government of redemption at any time after expiration 
of ten years. The bond in question was embraced in the call made in 1879, and 
has been presented with all coupons detached. The Comptroller decides that as 
the nominal value of the unmatured detached coupons is greater than the face value 
of the bond itself, the bond cannot be redeemed until such coupons shall have been 
presented for payment. 

NICHOLAS F. PALMER, President of the Leather Manufacturers’ Bank, of New 
York, retires from active business. For over 50 years he has been in the service 
of that institution, beginning as a ‘“‘runner” away back in May, 1836. Step by 
step he worked his way up, holding positions more and more important until, in 
1872, he was made president. Lately, however, he has had trouble with his health, 
some disease affecting his heart, and finally he has resigned his office, unwiling 
under the circumstances to bear such responsibility longer. Indeed, for the last 
six months he has done little active work. Mr. Palmer is one of the most popular 
men in the New York banking world. He has been a hard worker all his life, and 
never too busy to be courteous. John T. Willis, now a director of the bank, and a 
man of business experience, is to be Mr. Palmer’s successor in the presidency. 


THE PaciFic BANK CASE.—Some of the stockholders of the Pacific National 
Bank of Boston are making efforts to obtain-a rehearing of their case by the United 
States Supreme Court, but as the members of the court were unanimous in this 
decision, together with the positive terms of the opinion of the court, prepared 
by Mr. Justice Matthews, it is doubtful whether the rehearing will be granted. 
Receiver Butler writes the Comptroller of the Currency that pending the decision 
in regard to a rehearing stockholders have apparently ceased to pay their assess- 
ments. Some of the stockholders paid their assessments as soon as notified of the 
decision of the Court. What the receiver obtained from these stockholders, with 
what was obtained from the sale of the Pacific National Bank’s property on the 
Back Bay, will enable the Comptroller of the Currency to distribute another ten 
percent. dividend to the creditors of the bank this month. This will make in all 
thirty per cent. paid to the creditors. 


BANK CIRCULATION.—H. W. Cannon, the predecessor of Comptroller Trenholm, 
in reference to Senator Sherman’s suggestion to permit the banks to issue circula- 
tion to 90 percent. of the market value of Government bonds, believes that this would 
be an entirely safe measure provided, of course, the comptroller would call for more 
bonds from the banks when necessary. Under the original provisions of the Act, 
the comptroller was able to call for more bonds when necessary, and it appeared a 
wise provision at that time, because Government bonds were not worth par and 
were subject to great fluctuations. I think, in addition to permitting the banks 
additional circulation on the 4 and 4% per cent. bonds, the tax should be taken oft. 
If this were done I have no doubt many banks would deposit additional bonds 
instead of withdrawing them to realize the premium, as they are now doing. The 
circulation is reduced in this manner as well as by the calling of the 3 per cent. 
bonds. Under the present condition of the money market banks having 3 per 
cents. deposited as security for circulation cannot replace them with 4s without an 
annual loss upon their circulation. As the circulating notes of the National banks 
could be made a first lien on the assets of the bank, in addition to being secured by 
bonds, this would make the notes unquestioned even should the bonds depreciate. 
O. D. Baldwin, the President of the Fourth National Bank, thinks that the bank’s 
circulation should be limited only by the par value of the bonds it has deposited, 
but he does not consider the suggestion practical to limit the circulation to a certain 
percentage of a market value to be fixed by the Comptroller of the Treasury. 


GRAND CALIFORNIA Excursions—The Chicago, Rock Island & Pacific Rail- 
way is out with a new list of dates for its unrivaled first class excursions to Califor- 
nia, covering several dates (by all routes) during the months of December, January, 
February and March, at extremely low rates. For detailed information, tickets, 
sleeping car accommodations, etc., apply to nearest ticket agent or address E. A. 
Holbrook, G. T. & P. A., C. R. I. & P. Ry., Chicago, II. 
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Mr. PHILLIP HEIDELBACH, of the banking firm of Heidelbach, Ickelheimer & 
Co., died in Cincinnati, in the 73d year of his age. In 1835, more than half a 
century ago, he came to this country from Germany, and after a short stay in New 
York went to Cincinnati, then one of the growing cities of the West. There he 
founded, in 1837, the dry goods firm of Heidelbach, Seasongood & Co., which 
during its thirty-five years of existence, was favorably known throughout the whole 
country. In 1861 he established a bank of deposit and discount, under the firm 
name of Espy, Heidelbach & Co., which has enjoyed as enviable a reputation as his 
dry goods firm. About ten years ago he decided to remove to New York, where 
he became identified with the equally successful banking business of Heidelbach, 
Ickelheimer & Co. Mr. Heidelbach was a prominent figure in the development of 
the city of Cincinnati and the State of Ohio, filling many positions of trust, the last 
of which was that of Trustee in the first Board of the Cincinnati Southern Railroad, 
to which position of honor he was appointed by the Superior Court of Ohio. All 
who came within his sphere loved and honored him for his uniform amiability, quiet 
and unobtrusive manners. 


Hon. CHARLES HERRICK, Vice-President of the Union National Bank, of 
Racine, Wis., whose death is announced elsewhere, was born in Westford, Middle- 
sex county, Mass., September 22, 1814. In the Spring of 1837 he removed to 
White River, Mich., where he engaged in the lumber business. In 1840 he turned 
his face again to the West and made a permanent location at Racine, then in its 
infancy. Here he engaged in an active business career. While Racine was a 
village Mr. Herrick was elected trustee, and has since held many responsible 
positions of public trust. When the people of Racine demanded railroad con- 
nections with the West Mr. Herrick was among the most prominent advocates and 
promotors of the scheme which finally culminated in the building of the Racine & 
Mississippi railroad. When the Union National Bank was organized, Mr. Herrick 
was one of its charter members and has always been one of its staunch and valued 
friends. For several years he has done efficient service as vice-president, and has 
spared no time or effort to secure its prosperity and success. Mr. Herrick’s busi- 
ness career has been successful as the world goes. His accumulations were the 
result of patient industry, and every dollar represented earnest effort. Mr. Herrick 
leaves a considerable fortune, but transmits a better legacy than wealth in the well- 
established reputation for honor, integrity and probity. 


LAND FORFEITED FOR TAXES.—The State of South Carolina is the owner of 
954,237 acres of land which have been forfeited by reason of failure to pay the 
State taxes. The taxes on these lands for State purposes amount to $384,050. The 
assessed value of the lands is $2,809,188. The lands remain in possession substan- 
tially of the former owners. ‘The State fails to collect the taxes due. ‘Taxpayers 
generally throughout South Carolina pay their own taxes, and atone by increased 
taxation for the delinquencies of persons whose property is in law forfeited to the 
State, but which property is so far of no avail to any one but the delinquents. 
What can be accomplished with energetic and judicious management, even under 
the present laws, with all their defects upon their head, is exemplified in the ex- 
perience of Charleston -with delinquent and forfeited lands. Charleston found that 
a very considerable part of the real estate of the city had been forfeited to the State 
on account of non-payment of the taxes. This forfeiture operated to relieve the 
property in question from the payment of municipal taxes, and there was no obliga- 
tion on the part of the State to collect the municipal tax with the State tax. The 
State, in appearance, was impotent, and was certainly inactive. Meanwhile, the 
occupants and former owners of the lands in question twiddled their thumbs when 
they were approached by the city tax collector and blandly informed him that their 
property was forfeited to the State, and, therefore, they paid notaxes. This condition 
of things was not to be endured, and Mayor Courtenay, under the authorization of the 
City Council, bought from the State 264 pieces of property in Charleston, on which 
the State taxes amounted to about $20,000. The benefit of a businesslike manage- 
ment was quickly apparent. To make the story short, the State, by the operation 
we have mentioned, has obtained the whole amount of the taxes due on the 
property, and the city has settled absolutely the taxes, State and municipal, on 202 
pieces of property, and has restored to the tax books, for purposes of State, county 
and city taxation, property assessed at about a quarter of a million dollars. Much 
of the property had not paid any tax for many years.—Charleston News. 
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WILLIAM A. HEARD, of Sandwich, N. H., was to-day appointed National Bank 
Examiner for the States of Maine and New Hampshire. The former examiners 
in these States, which are now consolidated into one district, were C. V. Dearborn, 
deceased, and A. P. Wiswell, resigned. 


PETROLEUM, ITS SOURCE AND PRODUCTION.—This title indicates to some extent 
the character and scope of the new Holiday Annual for 1887, by ‘‘ A Man,” which 
is ready for delivery by the Chicago, Rock Island & Pacific Railway. It is to all 
intents and purposes a gift to the friends and patrons of that road. It embraces a 
large amount of scientific and practical information, is illustrated with diagrams, 
sketches and full page engravings. It isa valuable book, and the company have 
produced it in good style. 

CONNECTICUT ; EXAMINER MYGATT TO RETIRE.—A. B. Mygatt has been 
bank examiner for nearly 22 years, receiving his first commission from Comptroller 
Freeman Clark and Secretary McCulloch on June 12, 1865. Ever since then he 
has looked after the National banks of this State and Rhode Island. Mr. Mygatt 
has said that he will retire from his office at the end of the present year. This step 
is in accordance with a purpose ‘‘ long entertained and expressed by him to the 
Comptroller of the Currency when such a course would be acceptable to the 
Administration.” 

TEXAS.—Fort Worth possesses five National banks, or two more than any 
other Texas city. Ina short while she will have the sixth, or just double the num- 
ber of National banking institutions of any town in the State. ‘The mere fact that 
there is a sufficient demand to warrant the addition to the city’s monetary system is 
a healthful sign. It argues well for a continuation of a phenomenal development, 
and shows that sagacious business men are not afraid totrust the city’s future The 
Gazette learns, on undoubted authority, that a large per cent. of the necessary stock 
for the new bank has already been taken, mostly by Fort Worth men. Among 
those interested in the enterprise is Mr. A. B. Smith of the State National bank. 
Himself a financier of long experience and unquestioned ability, he will be associ- 
ated with others of large capital and influence’ Under such conditions there is no 
reason why prosperity should not attend their undertaking. 


AN EXTRADITION CASE.—In January, 1883, Ker, who was cashier and confi- 
dential man in the banking-house of Preston, Kean & Co., was granted a vacation. 
At the expiration of ten days the bank received a letter from Ker, stating that he 
was a defaulter to the extent of $21,000 cash, and $35,000 in United States bonds. 
He intimated that he would take a European tour, and would repay the money if 
he ever could do so conveniently ; but that if the bank troubled him about the 
matter he would cause a run on it and burst it up. The bank dispatched a Pinker- 
ton man after him. At Aspinwall he found a Chicago overcoat with Ker’s name 
on the lapel. At Lima he found the fugitive himself. War at that time existed 
between Peru and Chili, and it required much skill to effect his extradition. 
Through the assistance of Senator Logan a telegraphic order was sent from the 
Navy Department, and General Lynch, of Peru, assisted in getting the defaulter 
embarked on board the man-of-war Essex. At Honolulu, after a halt of thirty 
days, he was sent to the United States via San Francisco. When he had arrived 
in Chicago a habeas corpus was asked of Judge McAllister, on the ground that Ker 
had been kidnapped from Peru, but it was refused. He then appealed to Judge 
Drummond, but without avail. A special plea was made to Judge Gary, but with- 
out success. His trial came off in December, 1883, and he got a sentence of ten 
years. It was then taken to the Supreme Court of the State on a writ of error, but 
without relief to Mr. Ker. An appeal was then taken to the Supreme Court of the 
United States on the ground that the extradition was defective in not complying 
with the treaty of Peru and the United States. The regular extradition papers had 
not been served because the Government of Peru was practically in the hands of the 
enemy, and there was only a nominal Government at Arizuipa. But the Court held 
that the fugitive could not avail himself of such a plea, and that the Government of 
Peru was the only proper party to complain of any irregularity. The arguments in 
the case were made at Washington in May last, and a judgment has been rendered 
sustaining that of the Illinois Court. The cost of prosecuting the case has 
amounted to $15,000, which is borne by the bank. now Kean & Co. 
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Boopy, MCLELLAN & Co., New York, have issued a decidedly valuable table 
showing the rate per cent. of annual income to be realized from stocks or bonds 
bearing any given rate of yearly dividends or interest from I to 20 per ceent. when 
purchased at various prices from 10 to 300 per cent. This table applies equally 
well to both stocks and bonds, and has nothing to do with the length of time which 
a bond has to run to maturity. For example: To ascertain what rate of annual 
interest will be realized on a bond or stock which bears 6 per cent. per annum and 
can be purchased at 78 (2. ¢. at 78 per cent. of its par value whatever the par value 
may be), find 78 in the column of ‘‘ purchase price,” and follow that line across to 
the column headed ‘‘6 per cent.” which will show the correct figures in the present 
instance 7.69 per cent. Copies of the table may be had free on application as 
above. 

NATIONAL WIRE & IRON Co, Detroit, Mich. 

Gents—In payment of bill wire railing and partition, Oct. 18, 1886, we enclose 
our N. Y. draft. We have had the work put up this day and are very much pleased 
with the job. Accept our thanks. Yours truly, C. CoFFEE, 

Cashier People’s National Bank, McMinnville, Tenn. 


NATIONAL WIRE & IRON Co., Detroit, Mich. 
Gentlemen—We received the wire railing and fixtures in a good condition, and 
have it all placed. It is entirely satisfactory, and should we need anything more 
in this line we shall order it from you. Truly yours, PERCIVAL & ANDRUS, 
November 23, 1886. Bank of Cheney, Cheney, W. T. 


THE KOSMIAN MANUFACTURING Co.—We would call the attention of bankers 
and others to an element of insecurity arising from the general introduction of the 
‘Ink Eradicators” of various kinds which are for sale by stationers generally, and 
which will effectually bleach the writing of all the inks in general use, enabling 
alteration without any trace of change. Thus while formerly it required a certain 
chemical knowledge and skill to tamper with writings, the means for so doing are 
now freely offered to all, thereby greatly increasing the facilities, and the tempta- 
tion for commission of frauds by alteration of checks, accounts, bills of lading, 
records, and all monetary and important documents. The use of lead pencil is not 
sanctioned in filling out or signing papers of value, and yet, for reasons above 
stated, and as can be further fully demonstrated, there is as much security in use 
of a lead pencil as in using the ordinary inks. It has long been a study to supply 
the want felt and expressed by Governments, bankers, merchants, and lawyers, of a 
safeguard against the danger mentioned as evinced by the adoption of the safety 
tinted papers, check punches and other similar devices. We should hesitate to thus 
publish the facts stated were we not in position to prescribe the remedy for the 
acknowledged evil. ‘Our uttention has been called to the ‘‘ Kosmian Safety Ink,” 
the result of several years’ study and experiment, and which, now perfected and ap- 
proved, is manufactured and supplied by the Cosmian Manufacturing Co. of Boston, 
Mass. ‘The special claim for this ink is that it cannot be bleached by any chemical 
or other means, which has been freely tested and proved by leading expert chemists, 
the Treasury, Post Office and other Government departments at Washington, and it 
has been adopted and is in use by U. S. Government Treasury of Massachusetts, 
and many of the banksand institutions in different parts of the country; and it would 
seem, that as it becomes known it must be universally adopted by all careful business 
men. We have, by use of the ink and by careful investigation, satisfied ourselves 
that the merits of this safeguard for the business community fully justify the claims 
made for it. 


How BLACKSTONE OPERATED.—The directors have completed their examination 
of the affairs of the Canal National Bank, of Maine, from which Discount Clerk 
Blackstone recently defaulted, taking with him the funds of the bank to the amount 
of $56,509 48. The directors ascertained that Blackstone had operated by means 
of forged notes, but that he had taken with him or destroyed every note which he 
had forged. Hence the directors would be unable to prove the crime of forgery 
against him, otherwise they might arrest him in Canada and bring him back to 
Portland by extradition. The ordinary routine of discounting notes is for the notes 
to be handed to the directors to pass upon them. After the directors have 
decided whether they will accept them they are handed to the discount clerk, who 
lists them, or, in other words, puts them on the list. They are then passed to the 
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cashier, who puts his initials and the date on them, in order to show when they 
passed through his hands and that he has looked them over. Then they are 
handed back to the discount clerk to remain in his keeping. Mr. Blackstone made 
notes of his own, say one for $500, for instance, forging somebody’s name as maker 
or indorser. This note he passed through the usual forms without its going to the 
cashier or directors. In order to do this he took the opportunity, when he was 
acting as paying teller in the absence of Mr. Peters, to pay the discount slips to 
himself. Let us say the five-hundred dollar note was in the name of a person 
who was not a regular customer of the bank. It would not be credited to him, but 
when he came in and asked if his note was discounted the discount clerk would 
give him a slip of paper with the amount on it, to be passed to the paying teller. 
These slips he made out and as paying teller he paid the money to himself, and 
when the notes matured he paid them by discounting another note in the same 
way. 

KaAnsAs.—Congressman Warner has secured the passage by the House of his bill 
amending Sections 5,191 and 5,192 of the Revised Statutes, so as to include Kansas 
City in the list of cities indicated by law wherein National banks keeping their 
accounts with other National banks may deposit three-fifths of their 15 per cent. 
reserve, instead of being forced to deposit, as heretofore, with other National banks 
in St. Louis, Chicago, New York, and other Eastern cities. 


MRks. ROBERTS’s BONDs.—Judge Van Vorst recently dismissed the complaint of 
Lydia S Roberts against the Stuyvesant Safe Deposit Company. ‘The suit has 
been pending for many years ‘The jury disagreed on its first trial, and the lawyers 
agreed that it should be tried by Judge VanVorst without a jury. Mrs. Roberts is 
the wife of Andrew L. Roberts, who has been recognized as dividing with Valen- 
tine Gleason the honor of being the most expert operator in the abstraction of money 
from banking institutions by means of forged or counterfeit securities and burglar- 
ious implements. In 1872 some particularly big drafts were made from a Baltimore 
bank and several institutions in this city by means identified by the police as peculiar 
to Roberts and Gleason and their confederates. Mrs. Roberts, her husband and 
Gleason had boxes in the vaults of the Stuyvesant Safe Deposit Company, at Third 
avenue and Seventh street. On the application of attorneys fgr the Baltimore bank 
Recorder Hackett issued a warrant for the searching of those boxes, the explanation 
being that some of the stolen bonds would be found. When the police went 
to execute the warrant the officers of the Stuyvesant Company protested and closed 
the doors of their safes. The police threatened to break them down. Then the 
company yielded, and the police forced their way into the boxes. They found none 
of the stolen securities, but took away all the property they did find and delivered it 
to the District Attorney to save themselves from the charge of having stolen any 
that might be lost if they left it in the boxes. From Mrs. Roberts’s box they took 
more than $40,000, represented by cash and bonds. ‘The property was immediately 
levied on by the Sheriff under attachments in civil suits brought by the National 
Trust Company against Roberts and his wife, Gleason and others. Judgments 
were obtained and the property was seized and sold. It has been, and is yet, 
claimed that the Deputy Sheriff conducted the sale in such a manner that all the 
bonds were bought in by himself for far less than their real value, and that, practically, 
he converted them to his own use. At all events, when the Court of Appeals had 
set aside the judgments against Mrs. Roberts and her co-defendants, none of the 
property taken from them was in sight. Then Mrs. Roberts brought suit against 
the Stuyvesant Company claiming that it was responsible to her because it had not 
resisted to the uttermost the advent of the police. This claim was resisted on the 
theory that the company was not the bailee of property not specifically committed 
to its safe-keeping, and that the police had authority under the search warrants to 
make their way to the box which Mrs. Roberts had hired. Judge Van Vorst dis- 
cusses the case in a long opinion, and reaches the conclusion that when the Sheriff 
levied on Mrs. Roberts's property, the Stuyvesant Company, even if originally 
negligent—which he thinks it was not—became devoid of all liability. Her property 
went into the custody of the law, and was therefore, in a legal sense, returned to 
her. By the pursuit of remedies provided for her by the law she could have 
recovered the actual possession of the property, but she did not avail herself of any 
of those remedies. Hence she alone was chargeable with negligence. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
(Monthly List, continued from December No., page 471.) 


State. 


ae 


COL.... 


DAK... 


OHIO... 


PENN... 


TEXAS. . 


WIs.... 


ONT.... 





50 
. Parkston 


+ Phillipsburgh... 


.. Shreveport..... 


. Shreveport..... 


$500,000 
. Columbus...... 


. Steelton .... 


. Toronto 


Bank or Banker. 


hinen E. C. Webster & Co 


Place and Cafpitai. 
Pasadena. 


$25,000 Edwin C. Webster, /r. 


Breckenridge... Thos. S. Wintermute.... 
Pe ocon eens Citizens’ National Bank.. 

100,000 . F. Miller, Pr. 

. Madison..... . Madison National Bank.. 


Bank of Parkston.. 


Yankton....... Mortgage Bank.......... 

$20 D. W. Tanner, Pr. 

Canton........ Canton National Bank... 

$50,000 David Beeson, Pr. 

- Council Bluffs.. J, W, & E. L. Squire.... 
$100,000 

Agpeen... teenies Appleton Bank.......... 

yO0O Perry A. Scrogin, Pr. 

. Dodge city - First National Bank ..... 


Geo. M. Hoover, Pr. 


0,000 
: Matiaine Lodge Citizen’s National Bank.. 


1 $50.000 Joseph W. McNeal, Pr. 
First National Bank 


$50,000 


$100,000 John G. McWilliams, Pr. 
First National Bank..... 
$200,000 Edward Jacobs, /*¥. 

. West Newton.. First National Bank, 
$50,000 James H. Nickerson, Pr. 
-++-¢.-- State National Bank 
$100,000 Elijah L. Lyon, Pr. 


. South Omaha.. South Omaha Nat’! B’k. 


$50,000 
Cincinnati 


A. U. Wyman, Pr. 


Ohio Valley Nat’l Bank.. 
James Espy, Pr. 

Clinton National Bank. . 
M. M. Greene, /?7. 


Manayunk National B’k.. 
David Wallace, Pr. 
Steelton National Bank.. 
Luther S. Bent, Pr. 
El Paso National B’k..... 
$150,000 Edgar B. Bronson, Pr. 
Northern National Bank. 
Eugene A. Shores, /*”. 
First National Bank...... 
T. M. Warren, ?. 

Union Bank of Canada... 
J. G. Billett, Mg"r, 
BO eee 
R. B. Caldwell, Mg'r. 


$200,000 
Philadelphia... 
$200,000 


$50,000 
Smith’s Falls.. 


E. H. Jacobs, Pr. 


H. S. Granger, Pr. 
Commercial National B’k. 


Cashier and N Y. Correspondent. 


Fourth National Bank. 
C. C. Schuyler, Cas. 
Chemical National Bank. 
S. W. Jacobs, Cas. 


eoseeeeeeeeenee 


George E. Searing, Cas. 


National Park Bank, 
Chas. T. Heald, Cas. 


National Park Bank. 
Chas. M. Cross, Cas. 
Third National Bank. 
Richard W. Evans, Cas. 
United States National Bank. 
Timothy C. Molloy, Cas. 
Chemical National Bank, 
Frank Strain, Cas. 
Ralph R. Deming, Cas. 
Hanover National Bank. 
Walter B. Jacobs, Cas. 


eoeeeeenveeneeene 


Andrew A. McFadon, Cas. 
Bank of N. Y. N. B. A. 


F. W. Prentiss, Cas. 


Hanover National Bank. 
John J. Foulkrod, Cas. 


Chas. L. Sproat, Cas. 
National Park Bank. 


Bank of State of New York. 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List, continued 


Srom December No., page 472.) 


Bank and Place. Elected, in place of 
Nati y W. H. Porter, Cas. ..... C. C. Slade. 
N}.Y. CiTy.—Chase National Bank. ° } ind wl Slade, Asst Cas.. a eae ee 

“ . Leather Manfacturers’ Nat’! B. John T. Willets, Pr..... Nicholas F, Palmer, 
CAaL.... California N.B., San Francisco. R. A. Wilson, V. P...... sc ee eee 

“ . First National Bank, Colton... W. R. Fox, V. P........ 0 cee eee 
DaK ... First National Bank, Fargo.... Wm. B. Douglas, V. FP. __........... 

_ | er Canton National Bank, Oe By OE A | or 
rr in ake ee AE C.. hw ccewes 

w ., Farmers’ & Mer. B., EJmwood. E. L. Brown, Cas....... ss ee eee 
IND,.... Lawrence N. B., N. Manchester. D. C. Harter, Cas....... James H. Mills. 
KAN.... Citizens’ National Bank, { H.C. Thompson, V.P.. 8 aececess 

Medicine Lodge. | F. L. Lindley, Ass’¢t Cas. _........ .... 
er Northern B. of Ky., Lexington. Jos. Clark, Pr.......... M. C. Johnson,* 
aR accena State National Bank, N. O.... Pierre Lanaux, Pr....... J. W. Kilbreth. 
Mass... First Nat 1 B’k, Northampton.. A. L. Williston, V. Pr.. H. F. Williams. 

” . First Nat’l] B’k, West Newton. A. R. Mitchell, VU. P..... ws ee 
MICH... First National Bank, Ithaca... M. F. Chafey, Cas ...... J. W. Lewis. 

» .. Lowell Nat'l Bank, Lowell.... Chester G. Stone, Pr.... M. M. Hine. 
MINN... Pipe Stone Co. B’k, Pipe Stone. E. W. Davies, Cas...... A. H. Merwin. 
NEB.... First National Bank, Alma.... William Campbell, Vv. P. _............... 

«  ,. First National Bank, York.... H. C. Kleinschmidt, Cas. W. J. Wildman. 

“ . German National Bank. Ce  , ee rereee 

Lincoln. } O. J. Wilcox, Ass’¢ Cas... ss. ee ae 

NEv.... First Nat’l B’k, Winnemucca . F. D. Sweetzer, V. Pr... — .. ss ee. 
N. J.... First Nat’] Bank, Manasquan.. M. D. L. Magee, Cas.... John Terhune. 
OHioO... Ohio Valley National Bank, | B. Bettmann, Vv. P.. ... i... 
Cincinnati. {| D. Wachman, Ass’¢Cas.. —.... . se 

PENN... First National B’k, Glen Rock.. D. A. Becker, Cas....... F. W. Brown. 

” . Fulton Nat’l B’k, Lancaster... John Hertzler, Cas...... C.A.Fon Dersmith. 

# ., Lincoln Nat’l Bank, Lincoln... E. F. Bard, Cas......... W. J. Snavely. 

« .. Marine Nat’l Bank, Erie.. .... F. F. Marshall, Pr...... J. C. Marshall.* 

w .. Steelton Nat’] Bank, Steelton.. J. E. Kutherford, V. P... st... . se 

« ., Wyoming N. B., Wilkes Barre. Geo. H. Flanagan, Cas... = .......- 
Texas . City National B’k, Fort Worth. Max Elser, Cas.......... G. R. Newton.* 
Wis.... First Nat’l B’k, Fox Lake .... J. F. Fuller, Jr., Cas..... Wm. J. Dexter. 

»  ., First National Bank, Ashland.. Sam’1S. Fifield, V. PF... =... eee 
Wyo.... First National Bank, Douglas. Bartlett Richards, V. Pr. __............ 

* Deceased 





CHANGES, DIS 


( Monthly List, continued 


> gs > 


SOLUTIONS, ETC. 
Jrom December No., page 474:) 


Dak... + AMOR cccevees Bank of Aurora (Murphy Bros’.); now J. H. & B. J. Kelsey, 
proprietors. 

” . Jamestown..... Jamestown National Bank ; gone into voluntary liquidation. 
a Canton........ C. T. Heald & Cuo.; succeeded by First National Bank. 
IND..... Indianapolis... First National Bank ; gone into voluntary liquidation. 
Iowa... Grand Junction C. B. Park; succeeded by O. J. Dutton. 





. Marshalltown.. Commercial National B’k ; suc. by Commercial Banking Co. 








KAN, 
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..» Dodge City.... Bank of Dodge City ; succeeded by First National Bank; 


same officers and correspondents. 


.«» Shreveport..... E, & W. B. Jacobs ; succeeded by First National Bank. 
.. Shreveport..... McWilliams, McCuchen & Deming; suc. by Com. Nat’l B’k. 
. West Newton,. Exchange Banking Co.; succeeded by First National Bank. 
. Hillsdale...... Second National Bank; gone into voluntary liquidation. 
. Concord...... First National Bank; gone into voluntary liquidation ; suc- 
ceeded by Farmers’ State Bank. 
( PER cowcccees First National Bank; gone into voluntary liquidation ; suc. 


by Bank of Berea ; same officers and correspondents. 


: 
; 





OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


No. 
3593 


3594 
3595 
3596 
3597 
3598 
3599 
3600 
3601 
3602 


3610 
3611 








(Continued from December No., page 473.) 


Name and Place. President. Cashier. Capital. 
Canton National Bank......... David Beeson, 
Canton, ILL. Charles T. Heald, $50,000 
Citizens’ National Bank......... Joseph W. McNeal, 
Medicine Lodge, KAN. Timothy C. Molloy, 50,000 
First National Bank............ Edward Jacobs, 
Shreveport, La. Walter B. Jacobs, 200,000 
First National Bank............ Geo. M. Hoover, 
Dodge City, KAN. Richard W. Evans, 50,000 
Madison National Bank......... E. H. Jacobs, 
Madison, Dak. S. W. Jacobs, 50,000 
First National Bank............ James H. Nickerson, 
West Newton, MAss, Mellville L. Parker, 50,000 
Steelton National Bank......... Luther S. Bent, 
Steelton, PA. William J. Snavely, 75,000 
Commercial National Bank..... John G. McWilliams, 
Shreveport, La. Ralph R. Deming, 100,000 
First National Bank............ H. S. Granger, 
Phillipsburgh, KAN. Frank Strain, 50,000 
Citizen’s National Bank......... H. F. Miller, 
Fargo, DAK. C. C. Schuyler, 100,000 
State National Bank............ Elijah L. Lyon, 
Omaha, NEB. Andrew A, McFadon, 100,000 
Manayunk National Bank....... David Wallace, 
Philadelphia, Pa. John J. Foulkrod, 200,000 
National Park Bank............ Wm. R. Stebbins, 
Livingston, MONT. A. L. Love, 50,000 
Ohio Valley National Bank..... James Espy, 
Cincinnati, O. Theo. Baur, 500,000 
Northern National Bank........ Eugene A. Shores, 
Ashland, WIs. Chas. F. Latimer, 100,000 
El] Paso National Bank......... Edgar B. Bronson, 
El Paso, TEx. W.H. Austin, 150,000 
First National Bank............ T. M. Warren, 
Baraboo, WIs. Chas. L. Sproat, 50,000 
Clinton National Bank.......... Milbury M. Greene, 
Columbus, O. . Frederick W. Prentiss, 200,000 


South Omaha National Bank.... A. U. Wyman, 
South Omaha, NEB. 
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STATEMENT of Canadian Chartered Banks to the Government, Oct. 31, 1886." 
— —_$$ 

Chartered Banks, N :| 0. Gov. Other | Other 
Statement to Govt.| Capital | Reserve |} Notes in # ‘Deb. re | Deposits | payable 

Month ending | Paidup.| Fund. |\3&| Circu- =? afte og on | * after 

Oct, 31, 1886. Ss lation. ating sence anties. 
es ae a 

| $ S ae ee 
» ae 2,000,000} 1,200,000) 8 | 1,139,353 .......-- 3,462,173 1,679,479 
Commerce........ 6,000,000} 1,600,000! 7 | 2,915,201 65,716 4,056,938, 6,503,599 
Dominion ........ 1,500,000} 1,020,000} 10 | 1,391,507, 50.000 2,240,188 3,412,196 
eS 1,500,000} 500,000! 6 | 1,243,241 117,685, 2,076,122 2,432,277 
Standard.......... T,000,000) 300,000) 7 | 635,944 71,579 1,243,822, 1,499,795 
Federal........... 1,250,000} 125,000 6 796,719 50.000, 1,298,540 1,917,849 
ED cn eneuhann | 1,500,000} 500,000! 8 | 1,222,273........ 2,548,047 1,799,238 
ae | 468,600 25,000; 6 co) | 943,390 875,122 
ers 411,865; Nil. 6 PE vice dwae 287,386 414,312 
Hamilton......... 999,500} 300,000! 8 SOME oi eee 1,284,996 578,356 
hn cc nibanicaie | 1,000,000) 210,000} 7 SOOSES oc cs cove! 758,286 1,246,174 
hd aia 5 | 318,124 25,000, 7 ee 99,021' 453,747 
London, Can...... | 201,761 50,000) 7 SN bine adael 214,739, 584,753 
Total, Ontario. . _ 18,149,851 5,855,000 ....|12,167,974 554,981, 20,313,653 23,390,902 
Montreal .........| 6,000,0c0; 10 | 5,869, 600,000 10 —_ 5,718,516 
Brit. N. American. 1,079,475| 7 | 1,073,420........ | 1,549,306 3,889,928 
People’s. ....... 200,000} 6 950,309 130,000) 1,037,165 975,086 
Jacques-Cartier....| 140,000! 6 439,775 150,000, 520,851, 385.657 
Ville-Marie........ 20,000; 7 460,600 .... .... 7251952 408,087 
Hochelaga........| 70,000; 6 | 694,712 20,000) 428,734 319,934 
a 800,000! 8 | 1,904,547 ........ 31931,575 2,404,102 
Merchants’, .......| 1,500,000! 7 | 3,650,980 ........| | 31977,45©, 4,848,515 
Nationale. ........ Nil. |Nil. 624,913 — 1,097,815 505,838 
Quebec. .....:.00. 325,000] 6 759,192........| 3y4435734 826.571 
i i ccitiedxes 2 ,200,000) Nil. 6 | 678,959 331500 558, 080. 798,841 
St. Jean...........| 238,255 _10,000|Nil.| 73,310... ..-. 3,760, 25,906 
St. Hyacinthe..... 203,620} Nil. ({Nil.) 203,383........| 27,788 353,180 
Eastern Townships 1,455,040) 375,000] 7 Ok) ee 481,760 1,568,220 
Total, Quebec.... 35,210,417 IC,519,475|..../ 18,174,213 944,135 26,363,145 23,029,047 
Nova Scotia...... | 1,114,300 340,000; 7 | 1,081,683'.... .... 735,250 2,134,366 
Merchs. of Halifax 1,000,000} 120,000 6 4,238)... 00 597;495. 933,917 
People’s..... ...0. OOO} = 35,000! § 143,025'.... coe. 126,258, 200,761 
as 500,000) 40,000, 5 | 125,025... 134,639 308,558 
BEUEERccce S00 00 500,000) 55,000 | Gi GIBBS coco cece 338, 786, 947,345 
| 
Yarmouth ........ 300,000) 30,000) 6 ae 86,929 285,256 
Exchange. ........ 245,910 30,000, 6 | ee 22,444 31,822 
alae adn 200,000, Nil. |Nil.| 144,005 ........ 15,014, 70,859 
Com. of Windsor.. 260,000; 65,0001 7) 63,716)........ 33,594, 166,316 
Tot., NovaScotia. 4,720,210 715,000 voen] MEE ccc s ove 2,090,323 5,145,703 
New Brunswick.... 500,000, 300,000; 8 441,176........ 676,008} 445,959 
Maritime ......... 321,900) 60,000) 6. ee 237,003) 361,086 
St. Stephen’s...... 200,000, 25,000) 5 265,588 ° 95:373| 42,000 
Tot., New Bruns- | | | 

indi elnaacdns 1,021,900, 385,000) . . .| I 019,478 biskiaiaomeaciate 1,008,444| 849,046 
Com., Manitoba.. 229,200) Nil.’ | 7); 218 sco! ciuakiinialed 413,609 40,915 
British Columbia.. 1,324,937 340,666 6 ad 773,780) 29,997} 1,231,269} 129,026 
Grand Total...... 61,156,536/17,815,141). -++/35.9a80%5 Satacllin vieiieeel Miaadided 

















oe of British Columbia, bonus of 2% equal in all toa dividend of 8% per annum 
0 


New Brunswick paid its last dividend at the rate ot 8%, on old capital, viz, $1,000,000 
* These are the figures given in the Canadian Yournal of Commerce. 
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THE BANKER’S MAGAZINE. [January, 


NOTES ON THE MONEY MARKET. 


A FINANCIAL AND COMMERCIAL REVIEW. 


The end of December and of the year have brought what is 
regarded in business circles, as the end of the late period of depression, and of 
bad times. The new year also has brought with it the expectation that 
in nearly all branches of legitimate industry, this is to be one of the 
best business years on record. There may be some old sores, such as those 
that have come to a head, during the last month, in the increased number 
of failures in commercial circles, which have yet to come to the surface 
of the financial body, within the coming year. But these are rather an 
evidence that the disease has left the vital organs and been carried off 
by an increased and more healthy circulation, with the excretions of the 
system. This is the chief significance of these failures which have surprised 
some and caused others loss who had congratulated themelves that the 
credit side of the profit and loss account was to show a better balance 
at the end of this year than last. But such cases are exceptional, and 
the balance sheet of the great majority of men engaged in _ legitimate 
business, and not involved in or by speculations, old or new, will show 
a good fair profit on the past year’s business; nething abnormal nor 
dangerous, but natural and healthy returns on capital invested and _ risks 
taken. In this connection, it must not be forgotten that the effects ot one 
of the most acute though temporary panics ever witnessed in the stock and 
money markets has occurred during the last month of the year. And although 
attended with scarcely any failures, the shrinkage and loss was as severe if 
not as wide felt as if it had brought down a large number of houses. 
Confidence of course is less shaken and business less deranged. Yet the 
collapses, known as the ‘‘silent failures” are numerous and heavy. No 
doubt a large number of the December assignments, most of which have occurred 
the last half of the month, could be traced to losses directly or indirectly 
in Wall street, and the other part to money accommodations withdrawn from 
shaky houses which had been carried by the banks over some old losses, 
while money was going begging the past three years. These comprise the 
dark spots on the business horizon at the end of the old year, and do not 
even rise to the dignity of a cloud, no bigger than a man’s hand, on the 
rising sun of the new year of prosperity and progress. ‘This thunder shower 
in Wall street, where the air had become overcharged with speculative heat 
and electricity, as we gave warning in our two last numbers, has cooled and 
cleared the atmosphere of the whole country, which had begun to take 
flyers in the stock market again, tempted by the way stocks and especially 
the fancies were taken hold of by pools, and one after another kited 30 to 
75 per cent. within two weeks-or a month regardless of values. The public 
was in stocks; but it was upon the public in part only that these pools 
had unloaded, while they were caught with the bulk themselves, because, like 
all panics, this was unexpected and precipitated by a money market, made 














1887. | NOTES ON THE MONEY MARKET. 557 


artificially very stringent, at a time when the drain of money to the country 
to move the crops, favored and made easy its manipulation. This was what was 
done by a combination of big capitalists and bankers who are reputed to 
have made very great fortunes out of the operation. Indeed, it was 
rumored on Wall street that some high-toned bankers used their connection with 
banks to make their $3,000,000 in this money pool. Old grudges were also paid 
off in the same operation against members of the Reading reconstruction 
pool as well as of the West Shore syndicate of a year ago, in revenge for 
not being let into those deals, and for the losses sustained by members of 
this money pool who were caught short of stocks on the booms that followed 
the announcement of both those reorganization schemes. This was the true 
inwardness of the unexpected and unnecessary stringency in the money market 
which we showed in our last was in no danger from the legitimate demand 
for currency as the maximum movements of the crops was reached in No- 
vember, before the closing of navigation; while the prospects of increased 
gold imports in payment of increasing exports would avert any natural 
stringency until the january disbursements for interest and dividends should 
put additional currency into circulation. But while the imports of gold in- 
creased largely, the bulls in stocks pushed prices up so fast and recklessly 
that they made the conditions that enabled the money combination to control 
the money market, by expanding the loans of the banks so heavily to carry 
these manipulated stocks at their enormously inflated prices, that their 
reserves became exhausted or endangered, just at a time when the little 
unpleasantness between the New York banks and the Government over the 
change in the bank examiner for this city, made them liable to a call from 
Washington to strengthen their reserves. All that was needed to make a 
panic, therefore, was to scare these banks into calling in their loans and to 
throw all fancy stocks oyt of their collaterals. Thus the bulls in stocks 
pulled down their cob hole over their own heads. But they were able to 
stand up and pay for their folly although the big professional speculators 
who seem to have been let into the scheme by the money pool, hammered 
the market most unmercifully and persistently for a week. Stocks appear, 
however, to have worked into strong hands again, and now seem to be 
advancing without manipulation upon their merits with some exceptions where 
the pools held the bulk of their fancies which have not all been liquidated. 
Stocks now are back to about the average prices when we showed that they 
had been advanced as far as the legitimate industries of the country that support 
them would warrant as the latter could not stand anv higher rates of freight, at 
the prices then and now for their products. ‘To sustain prices of stocks at a 
higher level than then or now, will require larger dividends and hence larger 
earnings, which are not among the near probabilities, except in case of the grain 
roads and trunk lines, which are likely to have to bring a good deal of 
wheat as well as corn from the West to the seaboard before the opening 
of navigation, next spring, in order to supply the steady and now rapid 
increase in our export demand. Stocks of wheat in Great Britain, which are 
a fair average of those on the Continent as compared with a year ago, were 
only one-third or 9,000,000, against 27,000,000 bushels of wheat and flour a 
year ago. For the first four months of 1887, both the United Kingdom and the 
Continent will have to import more wheat than for the past four years. As 
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India and other exporting countries have about exhausted their surplus, and 
have now less than 3,000,000 bushels on passage for Europe, this unusual 
deficit in her supplies must nearly all be drawn from the United States and 


largely from the Atlantic coast. 


The export houses here have already bought nearly double the stock at 
our Atlantic ports, and have sold it on the other side for which they have 
the available tonnage offered on 
spot and to arrive up to the middle of March, although the rates have 
those three months 


taken ocean freights to the extent of 


steadily advanced until they are more 
It will thus be seen that this large amount of future wheat, as well 


ago. 


than double 


as spot, bought by the foreign houses, has been taken largely for actual 
shipment, and the shorts who have sold it to them will have to ‘‘go West” 
before we get through the winter to buy back what they have sold and bring 
it forward by rail, no matter what the railroads may charge nor what the 
price of wheat. 

It will thus be seen that while the advanced Trunk Line scheduled rates 
of the last half of December have not been obtained, as a rule, except from 


non-competitive points, the roads may have enough grain offered 


them 


before the month of January is ended, to enable them to get the advance 


they have 


so far attempted 


in vain. 


Should this 


prove true, 


and the 


winter continue open so that they can haul the grain without additional cost, 
it may so increase the earnings of the grain roads as to warrant higher prices 


for their stocks than now. 


In fact, this has been regarded already as a bull 


argument on Trunk Line stocks, and the market at the close of the month seems 
to have become settled upon a permanent basis at values again with an 
advancing tendency on the better and unmanipulated securities. 
shares have begotten a demoralized feeling growing out of the doubts of 
the Reading reorganization scheme, working the cure for all their ills, as well 


as its own, that it was first advertised to do, when 


it lately did the panic in the market. 
reorganization and consolidation schemes that lately brought them into unusual 


prominence have had a set back with the coal stocks and _ fancies. 


The coal 


at stock led the boom as 
The Southern roads and the new 


But 


railroads in the South are fast assuming an importance they have never 
before possessed, as the old system of water transportation of the slave era is being 
rapidly superseded by the railway, and the old disjointed and short links 
beginning and ending with local termini are now being formed into lines and 
systems running both East and West and North and South, from the Mis- 
sissippi River or Rocky Mountains to the Atlantic, or from the Gulf of 
Mexico to the Great Lakes. 
the country is therefore the most rapid and promises the best returns of any 
section of the country, because the South is settled and has 
centers to support new roads, which, in addition, are developing immense 
sections of new country that have been beyond the reach of markets for 


lack of transportation. 


The development of railways in this part of 


large old 


This is what is so rapidly developing the resources 


of the Ssuth, and will make railroad property there much better than that 
into new country in the far West that has no old business, and new business 
for railroads must be created by them. 

The situation of the grain markets has been incidentally explained in explain- 


ing that of the stock market. While wheat is in the strongest position of the 
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products of the farm, all of them have been selling too low and*too long under 
the depression caused by a false bear sentiment in these markets which has 
_ been worse overdone than the bull sentiment in stocks. Feed for beast and raw 
materials of all kinds, for manufacture, including cotton, as well as food for man, 
must do better for they have been below the average cost of production so long 
that consumption has overtaken the overproduction of the past four years the 
world over. There is scarcely a product of the soil that will not come under 
this rule. Manufactured goods have paid for their production the past year 
and a small profit on textiles, while iron has paid a good profit, and the new 
year starts off with a decided upward tendency to prices for reasons so fully 
explained in our last before the situation in the iron trade had fully developed. 
The commercial interests connected with the agricultural, and the agricultural 
industries themselves are the two great ones that have been a brake upon the 
wheels of the business recovery of the past year. We have shown that the 
return of our old time export trade is lifting this brake at last, and the bear 
speculators in produce with them, although they have lost the country and the 
farmers hundreds of millions on our surplus for export raised this year, for 
which we might as easily have obtained 25 per cent. more as the prices we have. 

Petroleum has had another attack of Standard chills and fever, only the fever 
came first this time in a boom on which that monopoly unloaded, and then 
broke the market again on the outsiders, in which they were helped by the 
panic in stocks and the tight money market. 

Coffee had a set back on the panic in money and broke 60 points in one 
day. But this has less interest here, as our market is controlled by a Liver- 
pool and Havre syndicate who manipulate it from that side and at Rio. 

Cotton has at last turned up with wheat on a heavy export demand, the 
strength and recovery being started in Liverpool and sustained by foreign 
markets the same as in grain and pork except that the latter has been helped by 
speculation based upon much smaller receipts of hogs throughout the West than 
expected. 

Ocean freights have at last become equalized with the advance in railroad 
rates of transportation. As we showed last fall they would, before our wheat 
would move out freely, because there was not enough regular tonnage in the 
European trade, and it must be.attracted from other parts of the world by higher 
and remunerative rates before we could increase our exports largely. Cotton has 
also competed with wheat for more tonnage and at better rates. But now its 
movement for export is letting up after having been very heavy all the fall, and 
rates are beginning to ease off a trifle to the Continent and also to England. 

The holiday trade has been fair, but not what was expected, and no better, if 
as good generally as a year ago Yet the fact that stocks of manufac- 
tured goods of all kinds in manufacturers’ hands and in those of jobbers are 
small is evidence of a good fall’s business. The money market is not talked 
of now as likely to bring on any further complications in business, unless the 
European markets should turn sellers of our railroad securities of which they 
have been steady and heavy buyers for months, and take gold that way 
to pay for them instead of its coming here. 

There has been some tendency to this change of late, but it does not seem 
to grow, and unless tight money or panic on the other side caused, by war prob- 
abilities in Bulgaria ore elsewhere (both of which are possible), should compel 
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the realization ®n Americans here, where prices would be the least affected by 
European complications, it is not likely that we shall be troubled by a return 
of our securities at present or so long as our railroad properties continue to 
improve as they are likely to for 1887. 


The reports of the New York Clearing-house returns compare as follows: 


1886. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
Dec. 4... $359,847,000 . $77,828,200 . $18,583,100 . $36€0,981,400 . $7,972,400 . $6,165,950 
** 11-66 352,413,500 - 76,032,800 . 18,091,200 . 360,174,000 . 7,931,900 . 4,080,500 
** 18... 348,693,700 . 74,386,000 . 18,062,600 . 353,761,600 . 7,914,100 . 4,008,200 
‘€ 24-.+ 343484,100 . 77,303,000 . 17,847,300 . 351,672,400 . 7,903,000 . 7,232,200 


“€ 31-.. 343,687,500 . 82,718,100 . 19,370,400 . 359,268,600 . 7,911,500 . 12,271,350 
The Boston bank statement is as follows: 


1886. Loans. Specie. Legal Tenders. Deposits. Circulation. 
ND Orosvecs $144,724,600 .. . $10,623,500 .... $3,176.700 .... §110,468,100 ... $13,665,100 

*f IT.s.+0+ 146,107,600 .... 10,453,200 ..+. 3,508,200 .... 111,566,700 .. 13,257,800 

© * Giscsve 146,836,500 .... 10,712,600 .... 3,610,000 .... 110,534,500 .... 13,183,300 

i eenwe 144,020,100 ... 10,245,600 .... 3,282,100 ‘*** 106,632,800 ..-- 13,109,500 

The Clearing-house exhibit of the Philadelphia banks is as annexed : 

1886, Loans. Reserves. Deposits. Circulation. 
DEC, 4......++ $87,338,400 ideo $24,135,400 one $86,608, 400 sees $4,033,750 

MT Doce: ws 87,780,900 jae 22,906,600 nite 85,782,700 ‘eee 4,029,750 

wh. Kaden 87,888,100 heli 21,795,200 —_ 84,642,700 res 4,023,750 

NS om amie 86,578,700 re 21,478,400 saan 83,230,200 vei 4,030,750 

ee er 
DEATHS. 


ARNOT.—On November 20, aged fifty-five years, JOHN ARNOT, Jr., Cashier 
of Chemung Canal Bank, Elmira, N. Y. 

Carr.—On November 1, aged thirty-four years, STEPHEN B. CARR, Cashier 
of Peoples Savings Bank, Lansing, Mich. 

GREENLEAF.—On December 9, aged fifty-two years, Geo. H. GREENLEAF, 
President of Laclede County Bank, Lebanon, Mo. 

HERRICK.—On November 14, aged seventy-two years, CHAS. HERRICK, 
Vice-President of Union National Bank, Racine, Wis. 

Hoy.Le.—On November 8, aged sixty-four years, TimorHy HOYLE, President 
of First National Bank, Champlain, N. Y. 

MATTHEWS.—On November g, aged seventy-two years, WILLIAM MATTHEWS, 
Vice-President of Seventh National Bank, Philadelphia, Pa. 

NEwTON.—On November 16, aged forty-two years, G. R. NEwToN, Cashier 
of City National Bank, Fort Worth, Texas. 

ODELL.—On December 28, aged sixty-six years, ISAAC ODELL, formerly 
President of the Irving and Mercantile National Banks, New York City, N. Y. 

Stmons.—On December 10, aged fifty-three years, OscAR A. SIMONS, Presi- 
dent of First National Bank, Fort Wayne, Ind. 

SpricGc.—On December 23, aged sixty-five years, JOSEPH A. SPRIGG, President 
of First National Bank, Baltimore, Md. 

VoicHtT.—On December 26, aged forty-nine years, ADOLPH VOIGHT, Cashier 
of Wilkes Barre ,Deposit and Savings Bank, Wilkes Barre, Pa. 








